The SOUTHERN 
ECONOMIC JOURNAL 


Volume XX October 1953 Number 2 


ARTICLES 
Effects of North-South Wage Uniformity on Southern Coal 
Production Gerald G. Somers 


The Impact of Multi-Unit Bargaining on Industrial Relations 
H. Ellsworth Steele 


Effects of the Taft-Hartley Act on Labor Agreements, 1947- 
1952 Thomas ]. Luck 


The Tax Status of Social Security Benefits B. U. Ratchford 
Wage Stabilization ~A Regional Eye View Sanford Cohen 


Investment in Belgium in the Post-War Period Hoyt Price 


COMMUNICATION 


Did Colonial Farmers “Waste’’ Our Land? Warren C. Scoville 


BOOK REVIEWS 

George T. Starnes, R. M. Havens, W. A. L. Coulborn, R. W. Pfouts, Carey C. 
Thompson, Ernst W. Swanson, Rendigs Fels, J. Curt Victorius, James E. Hibdon, 
Lionel W. Mckenzie, Donald F. Mulvihill, Frank J. Kottke, Archur M. Whitehill, 
Jr., Ben F. Curry, W. R. Hammond, Allen T. Barr, Sanford ‘Alan Meskin 


PERSONNEL NOTES 
NOTES 


BOOKS RECEIVED 


A JOINT PUBLICATION OF THE SOUTHERN ECONOMIC ASSOCIATION 
AND THE UNIVERSITY OF NORTH CAROLINA 


121 
156 
163 

211 

213 


Volume XX, Number 2 OCTOBER 1953 


The SOUTHERN ECONOMIC JOURNAL 


A JOINT PUBLICATION OF THE SOUTHERN ECONOMIC ASSOCIATION 
THE UNIVERSITY OF NORTH CAROLINA 


AND 


Published Quarterly at Chapel Hill, N.C 


BOARD OF EDITORS 
( H. Donovan F. E. McVay 

University of Florida North Carolina State College, 

University of North Carolina 


Renpics Fes 


Vanderbile University CLARENCE PHILBROOK 


University of North Carolina 


LaNnoston T. Hawtey ; 
University of Alabama Epwarpb C. SIMMONS 


Juke University 
A. 5. KeIsrer Duke University 


The Woman's College, H. D. 
University of North Carolina University of North Carolina 


MANAGING EDITOR 
G. T. SCHWENNING 
University op Norta Caroiina 


CORRESPONDENTS 


Alabama—Joun S. Hennexson Mississippt—Davip McKinney 


Florida—Marsnatt R North Carolina—C K Brown 
South Carolina—James F, Mires 
Kentucky—RopMaAn SuLLIVAN Tennessee—James E Warp 
Loutsiana—W. H. Baucun Virginia—Herman P Thomas 


The Southern Economu Journal is published four times a year, in January, April, 
July, and October, at Chapel Hill, N.C, The subscription price is $4.00 per year, 
$1.25 for single copies 

Microfilm editions of this Journal are available to regular subscribers only 
and may be obtained at the completion of the volume by writing to University 


Microfilms, 313 North First Sereet, Ann Arbor, Michigan. 

All communications should be addressed to the Managing Editor, P. O. 
Box 1289, Chapel Hill, N.C 

The articles in this Journal are indexed in The International Index to Pertodscals, 
New York, N. Y 

The Southern Economic Association and the University of North Carolina, 
joint publishers of this Jowrna/, assume no responsibility for statements made by 


contributors. 


Eatered as second-class matter on May i1, 1936, at the Post Otfice at Chapel Hill, North Carolina, 
under the act of March 3, 187g, section 5:0, P_ L. & R 


Copyright 1953 Southern Economic Association 


— 
J 
y 
+ 
4 > 


Presipen’ or THE SOUTHERN Economic AssoctaTion, 1932-1933 


¥ 
, 
1 
i, 
% 


VoLtuME XX NuMBER 2 
Th SOUTHERN ECONOMIC JOURNAL 


October 1953 


EFFECTS OF NORTH-SOUTH WAGE UNIFORMITY ON 
SOUTHERN COAL PRODUCTION 


GERALD G. SOMERS 
West Virginia University 


The North-South wage differential has been a major characteristic of the geo- 
graphical wage structure for many decades. In spite of some recent movements 
toward uniformity under the pressures of legislation, unionism and full employ- 
ment the percentage wage gap for industry’ as a whole has continued with re- 
markable persistence.! There has resulted a lively speculation concerning its 
causes and effects. Attempts have been made to explain the differential in terms 
of differences in capital-labor ratios, productivity, cost-of-living, transportation 
costs, labor demand and supply, and union organization. However, recent studies, 
most notably those of Professor Richard Lester, have raised serious doubts con- 
cerning the validity of some of these traditional beliefs.” 

Surveys conducted by Professor Lester indicate that the use of machinery and 
electricity per man-hour in southern industry equals that in similar operations 
in the North. The cost-of-living for average families in southern cities is only 
3 to 4 per cent below the cost-of-living for families in northern cities of com- 
parable size. Inter-regional concerns reported that labor efficiency in southern 
plants was equal to or above the level of efficiency in northern plants. On the 
other hand, labor supply and demand, transportation costs, and company and 
union wage policies appear to be more significant explanations of North-South 
wage relationships. 

Doubts concerning the reasons for North-South differentials have inevitably 
given rise to controversy over the results likely to follow a narrowing of the wage 
gap. In the past this controversy has centered primarily on the effects of mini- 
mum wage legislation.? Some have contended that the location of industry, pro- 
duction and employment in the South would be adversely affected by a rise in 
southern wage rates, while others have discounted these ill effects. Continuing 
pressures for higher wage minima as well as union policies of wage uniformity 


' Joseph W. Bloch, ‘“‘Regional Wage Differentials: 1907-46,’ Monthly Labor Review, 
LXVI (April, 1948), pp. 372-375. 

? The findings of these studies are well summarized by Richard A. Lester, ‘‘Southern 
Wage Differentials: Developments, Analysis and Implications,’’ Southern Economic Journal, 
XIII (April, 1947), pp. 386-394. 

* See, especially, George J. Stigler, ‘‘The Economics of Minimum Wage Legislation, 
American Economic Review, XXXVI (June, 1946), pp. 358-365; and F. H. Blum, ‘“‘Margin- 
alism and Economic Policy: A Comment,’’ American Economic Review, XXXVII (Sep- 
tember, 1947), pp. 645-46. 
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are likely to keep these issues alive. They are best resolved by analysis of results 
in those industries where traditional differentials have been greatly reduced or 
eliminated. Notable among these is the bituminous coal industry. The following 
study of wages and production in the southern coal industry is designed to throw 
light on the broader problem of North-South wage relationships. 


I. INCREASING WAGE UNIFORMITY IN BITUMINOUS COAL 


In the last two decades the substantial wage-rate advantage historically 
enjoyed by southern coal operators has been sharply reduced. The reduction has 
occurred through the extension of unionism to the southern Appalachian area in 
1933, the outright elimination of day-rate differentials in 1941, the declining 
importance of tonnage (piece) rates, and the policy of across-the-board increases 
since 1946. 

From 1898 to 1927, operators in Illinois, Indiana, Ohio and western Pennsyl- 
vania were covered by the Central Competitive Field Agreement with the United 
Mine Workers of America. In order to protect the signatories from “unfair com- 
petition,” the wage rates established for basing points in the Central Competitive 
Field were applied to other unionized areas. However, the union was unable to 
extend its scope to the southern Appalachian area, and this area was attracting 
an increasing share of bituminous coal production. In the face of declining coal 
prices in the 1920’s and the Mine Workers’ policy of ‘no backward step” in wage 
rates, the advantage enjoyed by non-union operators in the South placed heavy 
pressure on the organized mines. By 1927 many of the northern operators had 
repudiated the union agreement, and an era of sporadic local bargaining followed. 

The code drafted for the bituminous coal industry under the National In- 
dustrial Recovery Act in 1933 established the Appalachian Mountain Area as 
the collective bargaining unit for the industry. This area accounted for more 
than 70 per cent of the nation’s bituminous coal output; it included Maryland, 
Michigan, Pennsylvania, Ohio, Virginia, West Virginia, eastern Kentucky and 
northern Tennessee. The operators in Alabama, Illinois, Indiana and other 
“outlying districts’ adapted their contract terms to those established by the 
Appalachian Conference. By 1934 the union had extended its control to almost 
90 per cent of total coal output. 

The Appalachian Agreements established a North-South differential of forty 
cents a day for hourly-rated employees. The dividing line occurred in West 
Virginia, with northern West Virginia (Bituminous Coal Act District Three) 
included in the North, and southern West Virginia (Districts Seven and Eight) 
included in the South. The Mine Workers applied increasing pressure for the 
elimination of this differential, and, finally, with the support of the northern 
operators, North-South uniformity was achieved in the agreement of April 1, 
1941. Although the southern producers withdrew from the joint conference 
over this issue, day-rate uniformity has continued in subsequent contracts. 

Traditional district differentials established for tonnage workers have con- 
tinued to exist. Technological change and union policy, however, have greatly 


* United Mine Workers Journal, March 15, 1939, pp. 3-4 and March 15, 1941, pp. 4-5. 
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reduced the importance of tonnage rates. In the early 1920’s tonnage men repre- 
sented about 70 per cent of inside workers and 60 per cent of all workers in 
the industry.’ With occupational revision resulting from mechanization and 
mine modernization, by 1945, the number of men paid on an incentive basis had 
been reduced to 22 per cent of the total work force.* The union leadership has 
made it clear that the efforts to eliminate incentive payments will continue.’ 

The significance of tonnage differentials has been further reduced by the ap- 
plication of recent negotiated wage increases. Since 1946, substantial, equal in- 
creases have been added to the daily pay of tonnage and day-rated employees 
alike, thereby narrowing percentage differentials for tonnage men and preserving 
uniformity for the larger group of day workers.* 

The last comprehensive survey of wages and earnings in the bituminous coal 
industry, conducted by the U. 8. Bureau of Labor Statistics in 1945, revealed 
only minor deviations from uniformity in negotiated hourly rates for each major 
occupational category in the Appalachian area.’ Rates were slightly lower for 
some occupations in Alabama and Tennessee. A comparison of data gathered 
by the U. 8S. Bureau of Labor Statistics in 1936 and 1945 also indicates a sub- 
stantial reduction in district tonnage-rate differentials in the ten-year period." 

The increasing uniformity in inter-regional wage rates is reflected in changes 
in average hourly earnings. A comparison of hourly earnings data in 1945 with 
similar data in 1936 shows a decided narrowing of geographic differences for day 
men and tonnage men. For four of the major day-work occupations the coefficient 
of variation was halved during this period." 


II. TRENDS IN SOUTHERN COAL PRODUCTION 


As labor costs represent approximately 60 per cent of total production costs 
in the bituminous coal industry," it is reasonable to expect that changing North- 
South wage relationships would have a significant effect on regional patterns of 
coal production. As is indicated in Table 1, the group of southern states enjoyed 
a marked increase in production relative to the nation as a whole in the 1920's. 
The union's failure to extend control to the South prior to 1933 was undoubtedly 
an important factor in this period. The increase in the South’s relative share of 
coal production continued, albeit at a decreasing rate, in the 1930’s. This oc- 
curred in spite of the organization of the southern miners in 1933, but it may be 
explained by the continuance of a North-South wage differential under the 
Appalachian Agreements. 


* Waldo E. Fisher and Anne Bezanson, Wage Rates and Working Time in the Bituminous 
Coal Industry, 1912-1922 (Philadelphia, 1932), p. 10. 

* U.S. Bureau of Labor Statistics, Wage Structure, Bituminous Coal Mines, 1945, mimeo., 
p. 12. 

7 United Mine Workers Journal, March 15, 1952, p. 7. 

® Monthly Labor Review, LX XII, (June, 1951), pp. 676-678. 

*U. 8. Bureau of Labor Statistics, op. cit., Table 6. 

1° Carrie Glasser, ‘‘Union Wage Policy in Bituminous Coal,” Industrial and Labor Rela- 
tions Review, I (July, 1948), pp. 616. 

Tbid. 

12 1961 Bituminous Coal Annual (Washington: Bituminous Coal Institute, 1951), p. 12. 
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In spite of the elimination of day-rate differentials in 1941 and the progressive 
narrowing of tonnage-rate differentials, the South’s share of total production 
increased further in the 1940’s, although the rate of increase continued to decline. 
That these developments cannot be wholly explained by peculiarities of coal 
demand during the war years is seen in the further expansion of southern produc- 


TABLE 1 
Percentage of United States Bituminous Coal Produced by Southern Appalachian States, 
1910-1961 


PERCENTAGE OF U. S. BITUMINOUS PRODUCTION 


1910-1919 | 1920-1929 | 1930-1999 | 1940-1949 | 1951° 


West Virginia | 15.9 22.3 27.0 27.2 30.4 
Kentucky | 4.7 10.0 | 10.8 | 12.0 14.7 
Virginia | 1.8 2.3 | 2.8 3.2 | 3.8 
Tennessee 1.3 1.1 1.2 Pp 8 
Alabama 3.6 3.6 | 2.9 3.1 | 2.4 


39.3 | 44.7 46.7 52.1 


| 


Total 


* Preliminary. 
Source: U. 8. Bureau of Mines; 1951 Bituminous Coal Annual (Washington: Bituminous 


Coal Institute, 1951), pp. 26-27; 1952 Bituminous Coal Annual, p. 93. 


TABLE 2 


Employment in Bituminous Coal Mining, Southern Appalachian States and United States, 
1920-1950 


NUMBER OF PRODUCTION WORKERS 


1920-1924 1935-1939 1940-1944 1945-1949 1950 


West Virginia 106 , 863 108, 140 109 , 238 114,001 120 , 888 


Kentucky 55,495 52,966 54,879 62,485 71, 260 
Virginia 13 , 226 15,361 17 , 864 16,118 17 ,627 
Tennessee 10,752 8,034 8,426 6,693 6,464 
Alabama 27,502 20,801 23 , 906 21,186 18,363 


Total. . 213 , 838 205 , 302 214,313 220 , 483 234,602 


United States 663,131 458,918 433 , 480 414,809 415,582 


Source: U. 8. Bureau of Mines; 1951 Bituminous Coal Annuel, p. 152; 1952 Bituminous 
Coal Annual, p. 148. 


tion by 1951. In this year the southern Appalachian states accounted for more 
than one-half of the nation’s bituminous coal output as contrasted with slightly 
more than one-fourth in the deeade from 1910 to 1919 and less than 40 per cent 


in the 1920’s." 


At the same time Pennsylvania’s contribution to total output declined from 34 per 
cent in the decade, 1910-1919, to 20 per cent in 1951; and the contribution of Illinois declined 


from 13.6 to 10.4 per cent. 


| 
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The relative expansion of southern coal production is reflected in the employ- 
ment data contained in Table 2. In spite of the marked employment decline in 
the industry as a whole since the early 1920's, the number of coal miners in the 
southern Appalachian area has increased. Southern employment expanded from 
less than one-third of total employment at the beginning of the period to more 
than half of the total by 1950. 


Ill. FACTORS INFLUENCING SOUTHERN COAL PRODUCTION 


The lower wage scale established for the southern coal producers under the 
Appalachian Agreements was meant to reflect real disadvantages suffered because 
of long hauls to northern markets and low man-day productivity. That the 


TABLE 3 


Consumption of Coal by Manufacturing Industries in Southern States, Selected Years 
1919-1947 


PERCENTAGE OF U. S. MANUFACTURING CONSUMPTION 


1919 | 1929° 1929° 1937 1939 1947 

South Atlantict 

Virginia 

West Virginia 
East south central 

Kentucky 

Tennessee 

Alabama 


Comes 


= 
coer Ne w& 


9. 
Bs 
3. 
7.3 
Bs 
1. 
4. 


* As certain industries canvassed in earlier censuses were not included in 1937 and 1939, 
the figures for 1929 are shown on two bases; the left hand column for 1929 is comparable 
with the 1919 census and the right hand column is comparable with later censuses. 

t Includes Delaware, District of Columbia, Florida, Georgia, Maryland, North Caro- 
lina, South Carolina, Virginia and West Virginia. 

t Includes Alabama, Kentucky, Mississippi and Tennessee. 

Source: Bureau of the Census, Census of Manufactures; U. 8S. Bureau of Mines; 1961 
Bituminous Coal Annual, pp. 124-125. 


elimination of the North-South differential had no dire consequences for southern 
coal production as a whole can best be explained by changes which have oc- 
curred in the demand for coal in the South and in its output per man-day. 

Whereas the market for coal in household heating and on the railroads has 
declined in recent years, demand has been maintained in manufacturing in- 
dustries, and it has increased sharply in electric utilities."* The South has benefited 
more than other regions from the increased use of coal in the expanding markets. 
The data in Table 3 indicate the advantage accruing to southern coal producers 
from increased manufacturing activity within the South. The use of coal in 
manufacturing industries has risen more rapidly in the southern states than in 
the country as a whole since 1919. The increase from 1929 to 1947 in the South 
Atlantic States has been especially marked. 


4 1952 Bituminous Coal Annual, p. 112. 
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Since the early 1930’s the use of coal has also expanded more rapidly 
in southern electric utilities than in electric utilities elsewhere (Table 4). In both 
instances the major southern coal-producing states have benefited from expanded 
demand within their own borders. The movement of expanding coal markets to 
the South has helped to overcome the traditional disadvantage in transportation 
costs and softened the impact of the elimination of traditional wage differentials. 


TABLE 4 
Consumplion of Coal by Electric Utilities in Southern States, 1920-1950 


| PERCENTAGE OF U. S. ELECTRIC UTILITIES’ CONSUMPTION 


‘1920-1924 1925-1929 1930-1934 1935-1939 1940-1944 1945-1909 


1950 


South Atlantic 
Virginia 
West Virginia | 

East south central. ... 

Kentucky | 


| 


Tennessee 


| 
} 
Alabama | 


Source: Federal Power Commission ; 1961 Bituminous Coal Annual, pp. 102- 1 


TABLE 5 


Productivity, Value and Value Productivity in Bituminous Coal Mining, 
Southern Appalachian States, Selected Years, 1935-1961 


| AVERAGE TONS PER | AVERAGE VALUE PER AVERAGE VALUE OF TONS 
MAN-DAY TON*® PER MAN-DayYt 


STATE 


West Virginia | 5.08 0.00 | 6.66 $1.36 $4.43 $5.28 $6.88 $25.88 $4.83 
Kentucky 4.47 | 5.83 | 6.82 | 1.73 | 4.29 | 4.89 | 7.73 | 25.01 | 33.35 
Virginia 4.19 | 4.74 | 5. 4 1.47 | 4.76 | 5.42 | 6.16 | 22.56 | 31.32 
Tennessee 3.26 | 4.41 | 4.90 | 1.92 | 4.58 | 4.99 | 6.26 | 20.20 | 24.45 
Alabama 2.90 3.69 5. ro 2.29 | 5.32 6.06 | 6.64 | 19.63 | 30.30 


* F.o.b. mine. 
t Derived by multiplying average tons per man-day by average value per ton. 

Source: Calculated from data supplied by U. 8. Bureau of Mines; Bituminous Coal Data, 

1960 (Washington: National Coal Association, 1951), p. 18; 1952 Bituminous Coal Annual, : 


p. 144. 


However, the data in Tables 1 and 2 indicate the dangers in generalizations 
about the southern Appalachian area as a whole. The increase in production and 
employment in the southern coal industry has resulted from exceptional ad- 
vances in West Virginia and Kentucky, and, to a smaller extent, in Virginia. 
Tennessee and Alabama, on the other hand, have suffered a declining share of 
the national total since the period 1910-1919. A possible explanation for the 
uneven development of coal production in the southern Appalachian area is 
revealed in the productivity and value data contained in Table 5. Coal mining 


7 = 
AREA 
iat 
84 | 9.7 8.7 | 9.9 | 12.5 | 12.4 | 15.2 
13 | 17/18 | 21 | 23 | 22 | 3.0 
3.7 | 39 | 3.9 44 | 42 | 3.7 43 
: 3.4 | 30 | 1.7 | 2.7 | 4.1 | 3.4 | 3.8 
14 | 1.3 | 1.2 1.3 | 1.5] 15) 1.8 
06 | 11 | 0.8 | 0.9 
0.7) 1.5 | 2.1 
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productivity has increased rapidly in the last two decades as a result of mine 
mechanization and surface mining.'* The immediate response of southern pro- 
ducers to the reduction of wage differentials after 1933 was an accelerated rate of 
mechanical advance. However, the effectiveness of mechanization in coal mining 
depends on the physical environment, and, therefore, it is limited in areas of thin 
seams and, in the case of underground mines, in areas of bad roof and floor 
conditions. Other physical factors affecting mine productivity include the dis- 
tance from seam face to portal, the existence of impurities in the coal, and the 
extent of water or gas in the mine." 

A comparison of the data in Tables 1 and 5 indicates that the relative growth 
of coal production in the five southern states since the 1930’s has been influenced 
by the average level of man-day productivity in each state. In the last two 
decades West Virginia and Kentucky have enjoyed a substantial lead in the 


TABLE 6 


Increase in Productivity, Value and Value Productivity in Bituminous Coal Mining, Southern 
Appalachian States, 1935-39 to 1945-49 


| | 
AVERAGE TONS AVERAGE VALUE | AVERAGE VALUE OF 
PER MAN-DAY PER TON j TONS PER MAN-DAY 


Absolute Percentage Absolute Percentage Absolute | Percentage 
Increase Increase _— Increase Increase | Increase | Increase 


West Virginia.............. 6 | $3. 7 $19.70 
Kentucky 9 | 17.28 


Virginia. ..... 8 | 16.40 
Tennessee ..... 13.94 


Seuree: Calculated from data in Table 5. 


growth of total production and in the level of man-day output; Tennessee and 
Alabama have trailed in both. Differences in production trends among the 
states are also reflected in the differences in employment trends. Here, too, 
Tennessee and Alabama have lagged in recent years (Table 2). 

Although bituminous coal is often treated as a homogeneous product, there 
may actually be wide differences in volatility, grindability, size, and freedom 
from impurities. The differences arise from the physical characteristics of par- 
ticular coal seams, methods of mining and loading, and treatment after the coal 
is removed from the mine. These variations in quality are reflected in market 
demand and price. The distribution of demand for coal within the South (see 
Tables 3 and 4) also influences value per ton, and this factor may be a partial 
explanation for the relatively high and increasing value in Virginia, West Vir- 
ginia and Alabama. It cannot be unconditionally assumed, therefore, that an 


18 Bituminous Coal Data, 1960 (Washington: Bituminous Coal Institute, 1951), p. 18. 

1©A more detailed analysis of the influences on coal mining productivity and the sig- 
nificance of productivity differences in the location of production on the county level is 
contained in the author’s Experience Under National Wage Agreements: The Bituminous Coal 
and Flint Glass Industries of West Virginia (Morgantown: West Virginia University, Bureau 
of Business Research, 1953), Sec. IV. 


4 

STATE 

| 286.3 

| 223.5 

| 266.2 

222.7 

195.6 
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advantage in physical productivity will always confer a corresponding advantage 
in value productivity. As is seen in Table 5, however, the level of man-day output 
appears to have had a decisive influence in the southern states. The states ranked 
according to the level of physical productivity in the period 1945-49 maintain 
the same order when ranked according to the value of man-day output. West 
Virginia and Kentucky have enjoyed an advantage in value productivity as well 
as physical productivity throughout the period under study. Because of the high 
level of man-day output in Kentucky, this state ranks near the top in value 
productivity in spite of a low value per ton. 

Comparison of the increase in value productivity from the late Thirties to 
the late Forties throws further light on the differential rate of growth in coal pro- 
duction among the southern states. The data in Table 6 reveal that West Vir- 
ginia, Kentucky and Virginia have led Tennessee and Alabama in absolute and 
percentage increase in the value of output produced per man-day.” 

Variations in value productivity become more significant as influences on the 
allocation of production when they cannot be offset with substantial wage differ- 
entials. Therefore the relative decline of coal production in Alabama and 
Tennessee can be partially attributed to a low level of man-day productivity in 
the face of increasing geographic wage uniformity. In spite of recent increases 
productivity in these states continues at a low level, and uniform wage increases 
result in high labor costs relative to West Virginia, Kentucky and Virginia."* 


IV. CONCLUSION 


In spite of a marked reduction in the traditional North-South wage differential, 
the southern Appalachian area, as a whole, has continued to gain an increasing 
share of the nation’s bituminous coal production and employment. Offsetting 
the loss of advantage in wage rates has been the increased consumption of coal 
by manufacturing industries and electric utilities within the South. This trend 
has increased the value of southern coal output and reduced the long-standing 
disadvantage in transportation cost. The expansion of man-day productivity 
has also helped in the adjustment to higher wage rates. 

However, the increasing wage uniformity has not been without significance. 
The southern area made its greatest production gains in the 1920’s when the 
union was unable to extend organization to southern miners. The rate of increase 
in the South’s share of total production was reduced after union organization 
in the 1930’s and declined still further after the elimination of day-rate differ- 


*? During the same period the value of man-day output showed a smaller percentage 
increase in Illinois and Pennsylvania than in any of the southern states. 

It has not been possible to measure a number of other factors which may have in- 
fluenced coal production in the southern states. For example, strike activity in the northern 
coal fields during the 1920’s probably encouraged the growth of production in the South; 
and there may still be a significant difference in the impact of unauthorized work stoppages 
in the two areas. The effects of turnover, absenteeism and overall labor and mangement 
efficiency could not be separated from the physical and technical influences on man-day 
productivity. Similarly, the various factors affecting the changes in the value of southern 
coal could not be measured separately. 


] 
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entials in the 1940’s. But by 1951 West Virginia, Kentucky and Virginia had 
apparently made a successful adjustment to wage uniformity and the higher rate 
of southern increase was resumed. With the introduction of wage uniformity, 
productivity differences play a more significant role in determining the structure 
of unit labor costs, and they help to explain variations in production trends within 
the southern Appalachian area. The share of total coal output has been increas- 
ing in West Virginia, Kentucky and Virginia, and declining in Tennessee and 
Alabama. In the first group of states, physical and value productivity are higher, 
and the increase in value productivity in recent years has been greater. Varying 
rates of increase in value productivity also help to explain the growth of coal 
production in these states relative to such major northern coal-producing states 
as Illinois and Pennsylvania. Thus the effects of increasing wage uniformity on 
southern coal production since the 1920’s can be best understood in the light of 
shifts in product demand and productivity differences during the period. 

Although the factors influencing these results in the bituminous coal industry 
are not of general applicability throughout southern industry, they indicate 
the importance of productivity and changes in product demand as possible offsets 
to wage increases. The traditional wage differential was partly based on a real 
disadvantage in transportation costs for southern coal producers. But the move- 
ment toward wage uniformity was accompanied by other economic changes 
which reduced the importance of transportation costs to distant markets and 
raised the value of southern coal. As southern manufacturing activity continues 
to increase, some of the historical justifications for North-South wage differen- 
tials will become less significant, and this trend may serve to mitigate the effects 
of union pressure for wage uniformity. However, there are those who contend 
that the wage differential is primarily responsible for location of industry in 
the South.” If this is so, the wider establishment of wage uniformity may, in 
itself, remove an important factor inducing the expansion of southern manu- 
facturing activity. In this sense the favorable results following the elimination of 
North-South differentials in the coal industry may have been partially based on 
the continuance of differentials throughout industry as a whole. On the other 
hand, there is reason to believe that wage differentials may not be a primary 
factor in the southern migration of industry.” 

The bituminous coal industry is numbered among a few others in which tradi- 
tional wage differentials have been sharply reduced. In this instance the change in 
wage structure occurred in a highly competitive economic environment in which 
labor costs are an exceptionally large proportion of total production costs. The 
overall effects on production and employment emphasize the problems con- 
fronting those who would predict the results of wage changes or evaluate the 
wisdom of union wage policy. 


* Bloch, op. cit., p. 373. 
2° Lester, op. cit. p. 387. 


THE IMPACT OF MULTI-UNIT BARGAINING ON 
INDUSTRIAL RELATIONS* 


H. ELLSWORTH STEELE 
Alabama Polytechnic Institute 


I. INTRODUCTION 


In the last seventeen years, beginning in 1935, the United States has experi- 
enced fifteen work stoppages of national importance in the coal industry, and 
five in the steel industry. In eight instances these strikes lasted more than a 
month. Four times, as in 1952, they came in the same year.' 

These work stoppages have cost heavily in lost wages, profits, customers, 
production, and taxes. The cost of the 1952 steel strike was estimated by the 
National Association of Manufacturers at 25 million man days and $4 billion. 
In both of these industries, and in many others which have suffered from im- 
portant strikes, multi-unit bargaining is dominant. And against this background 
many union leaders are continuing to press for broader bargaining units. 

It is not surprising that management spokesmen are calling for legislation 
to restrict unions, even while deploring governmental intervention on all fronts. 
Probably the most important proposal is contained in the Lucas bill, now pend- 
ing. It would make illegal all joint employer bargaining not confined to companies 
employing less than 100 workers and situated less than fifty miles apart.? The 
NAM supports this bill which it describes as “‘designed to outlaw industry-wide 
strikes or lockouts, and promote collective bargaining on a local level.’ 

This paper will attempt to clarify some of the issues involved, trace the extent 
of multi-unit bargaining and examine some of the effects that it may have on 


industrial relations. 
II. BARGAINING PATTERNS 


Collective bargaining in the United States follows a variegated pattern. Many 
employers meet with representatives of their local union, or unions, in what is 
called “‘single-plant”’ bargaining. Frequently the resulting contracts carry “most- 
favored-nation clauses” under which the union pledges itself not to grant any 
other employer in the market more favorable terms. If the employer has several 
plants, he may bargain simultaneously for two or more of them in what is known 
as “‘multi-plant” or ‘““company-wide”’ bargaining. The result will be a “company- 
wide,” “national” or “‘master’”’ agreement. 

Firms often join together for “multi-employer” bargaining. On the local level, 


* A paper read at the Twenty-Second Annual Conference of the Southern Economic As- 


sociation on November 15, 1952. 
' United States Bureau of Labor Statistics, Handbook of Labor Statistics, 1950 edition, 


pp. 156-162. 
2H. R. 8091, introduced June 5, 1952. 
* NAM, Industry’s View, Who lost the steel strike? September, 1952, p. 4. 


130 


4 te 
: 
- . 
| 
4 


IMPACT OF MULTI-UNIT BARGAINING ON INDUSTRIAL RELATIONS 131 


a formal or informal association may be set up including a majority or all em- 
ployers in the industry, or simply those employers dealing with a given union. 
For example, local associations may include all bakeries, and thus be called 
industry-wide, or all employers dealing with Harry Bridges’ Longshoremen, and 
thus be “union-wide.” 

Multi-employer organizations may also operate on the regional level, as does 
the Pacific Coast Pulp and Paper Manufacturers’ Association. Or they may 
serve on the national level, as does the United States Potters’ Association. Such 
bargaining may be only “association-wide” or fully “industry-wide.” Multi- 
employer inter-industry bargaining takes place only on the local level in the 
United States. 

Often confused with multi-employer bargaining, and indeed closely related in 
many ways, is “pattern bargaining,” or “wage leadership,”’ so prevalent in the 
post-war years. Patterns set at the great power centers through company-wide, 
multi-employer or even single-plant bargaining are followed by the remaining 
firms and local unions in the same industry. These patterns then spread from 
industry to industry, often with little modification. 

Some unions dealing with smaller employers have used another technique, 
the “standard” or “form” contract. This document usually emerges from a key 
bargain then, in many cases, it is presented to individual employers for signa- 
ture, “or else.” The “shop card” is similarly a unilateral master agreement 
imposed by the union. 

When the pattern is so varied and complex, confusions of terms and misunder- 
standing of the implication of different types of bargaining are to be expected. 
One of the most common mistakes is to regard company-wide bargaining coupled 
with wage leadership as industry-wide bargaining. A classic example is the 
NAM charge that industry-wide bargaining was the cause of the 1952 steel 
strike.‘ 

This confusion can be serious if it is enacted into law. A ban on multi-employer 
bargaining probably would not prevent unions from presenting common de- 
mands® and would make easier their use of “divide and conquer” strategy. It 
would destroy one of the major methods of self-protection for small firms. As 
Almon E. Roth, former president of the San Francisco Employers’ Council, 
testified before a Senate committee, “such a ban would annul practically every 
important collective bargaining agreement in the maritime industry. The en- 
suing result would be utter chaos in collective bargaining and innumerable juris- 
dictional disputes.’”* Similar results would follow in many other industries. 

‘ Loc. cit. 

* Almon E. Roth, President, San Francisco Employers’ Council, Memorandum on the 
Subject of Multi-Employer Bargaining, submitted to the Labor Relations Committee of the 


Chamber of Commerce of the United States, p. 3. 
*C. E. Warne, (ed.), Industry-Wide Collective Bargaining: Promise or Menace (Boston: 
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Ill. EXTENT OF MULTI-UNIT BARGAINING 


The Bureau of Labor Statistics in 1950 made a study’ of multi-unit bargaining 
based on 3,376 agreements, covering nearly four and one-half million workers.’ 
This study showed that only approximately one-third of the contracts were the 
result of multi-unit bargaining. But one-third of the workers were covered by 
multi-employer agreements alone, and nearly two-fifths by multi-plant agree- 
ments negotiated by individual firms. Substantially less than one-third of the 
employees were under single-plant agreements. 

A more comprehensive study of multiple-employer bargaining was made by 
BLS in 1947.* This study showed seven industries, including coal, bargaining 
on a national, industry-wide scale.’ If the railroad workers are added to this 
group, some one and a half million workers are covered, ninety per cent of them 
in coal and railroading. Regional bargaining involved fifteen industries and 
another one and a half million or so workers. Local bargaining, which may be 
industry-wide, union-wide, or, in some cases, inter-industry, existed in twenty- 
eight industries and included possibly three and one-half million workers. Pre- 
liminary reports indicate that a follow-up study made in 1952 by BLS found 
little change in this pattern.'® 

Even more extensive than multi-unit bargaining is pattern bargaining. BLS 
estimates that 147 bargains effectively set the nation’s wage rates. Each of these 
contracts covers at least five thousand workers and together they include nearly 
five million." The manner in which patterns on wage and other issues spread 
outward from the industrial nerve centers is familiar. In the post-war period 
these patterns have carried from industry to industry despite differences in 
products, production methods or economic position. This movement has been 
facilitated, of course, by the existence of industrial and union ‘“‘empires’’ like 
General Motors and UAW-CIO stretching into several major industries. 


IV. THE IMPACT OF MULTI-UNIT BARGAINING ON INDUSTRIAL RELATIONS 


Any evaluation of the impact of multi-unit bargaining on industrial relations . 
reveals at once that the effect varies from industry to industry, and over time. 
And in every instance, advantages must be weighed against disadvantages. 
Here, as always, broad generalizations are dangerous. 

The following analysis is based largely on replies received by the author from 
nineteen union and twenty-nine company or association officials through personal 
interviews or correspondence. In it, attention is directed principally to multi- 
employer bargaining. Most of the statements, however, will hold true for multi- 


* James C. Nix and Laura C. Chase, “Employer Unit in Collective Bargaining,’’ Monthly 
Labor Review, December, 1950, pp. 595-597. 
* Collective Bargaining with Associations and Groups of Employers, Bulletin No. 897, 


February, 1947. 
* Frank C. Pierson, ‘Prospects for Industry-wide Bargaining,’ Jndustrial and Labor 
Relations Review, April, 1950, pp. 350-352. 
1° Letter of August 21, 1952, from Ewan Clague, Commissioner of Labor Statistics. 
"' Contract Expirations and Wage Adjustments in Major Agreements, August 29, 1952, p. 1. 
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plant bargaining also. Many of the conclusions, but with important reservations, 
will be applicable to pattern bargaining. 

Several important distinctions between multi-plant and multi-employer bar- 
gaining should be made at this point. An individual firm may be able to offset 
losses at one plant by profits in another; this is not possible in employer groups. 
Furthermore, the single firm has assured unitary control of labor relations, if it 
chooses to exercise it; associations may not. 

Certain peculiarities of pattern bargaining should also be emphasized. Here 
we include wage leadership and use of form and standard contracts and shop 
cards. In all these cases a few leaders set the pattern and the remainder of the 
industry, or of the organized plants, follow by choice or of necessity. 

In the absence of group bargaining, there may be no feasible alternative to 
the use of such devices, if wages and working conditions are to be standardized. 
How else would the unions handle 400 barber shops in St. Louis, 65 local trucking 
firms in Cincinnati, 59 tool and die shops in Chicago? Naturally most employers 
would like a voice in determining the major provisions of their labor agreements 
—the smaller steel companies have made that evident—but in a number of in- 
dustries at present they are not succeeding. 

Furthermore, pattern bargaining jumps industry lines, sometimes imposing 
on high-labor-cost firms wage and other patterns developed by low-labor-cost 
industries. Competitive, locational, size and other differences are disregarded. 
The only connections between the industries may be that they both use the same 
raw material and are organized by the same union. 

When unions carry patterns from the leaders to the rest of an industry, or 
across industry lines, the result may be industrial warfare and government inter- 
vention. The pattern may appear to resisting employers to be one for an instru- 
ment of torture, not for a well fitting garment. Nevertheless, smaller firms may 
find pattern bargaining entirely to their liking. The terms of new agreements 
are fought out at the expense of others and can be followed by satellite firms 
with the assurance that they will not be placed at a competitive disadvantage. 
This is especially likely if the company is prosperous and well managed. Stude- 
baker is an example. 

Employers may not be able to avoid wage uniformity, the interjection of 
“outside factors’’ and government intervention merely by refusing to join in 
group bargaining. Under pattern bargaining, which is so wide-spread, all that 
small employers may be able to do is to decide when they will accept terms pro- 
posed by the union and get their plant reopened."* Many local unions facing 
strong employers have approximately the same choice. 

What then, may be the influence of multi-unit bargaining on the stability of 
the industry, the process of negotiation and administration of contracts, and the 
right of self-determination by individual firms, local unions and union members? 

A. Stalnlity. A balance of economic strength often helps to produce industrial 
peace and to prevent either party from dominating the other. To secure this 


12 George W. Taylor, (ed.), Proceedings of the Conference on Industry-Wide Bargaining 
(Philadelphia, Pa.: University of Pennsylvania Press, 1948), p. 46. 
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strength, small employers confronted by large and militant unions may have to 
organize. Indeed, most bargaining associations were established for this defensive 
purpose. As one laundry industry spokesman put it, “Obviously, the unions would 
prefer to negotiate singly with the employers and in many communities this 
happens. The result of this type of negotiation is not good because it is possible 
for a labor union to work one company against the other. I think it is the wild 
ponies that form a circle when the wolves attack and present a united front; 
probably a rear front, but still a front. They stay alive longer that way than 
the animals who prefer to scatter and become easy prey for the wolves.” 

Of the company and union officials contacted by the author, most feel that 
multi-unit bargaining increases the union’s strength. Representatives of many 
large firms believe that it increases union strength relative to company strength— 
giving the union “terrific power,” or the strength of “practically a monopoly.” 
Other firms feel that there is ‘‘no advantage for either party.” 

Some employers have had to fight for the right to bargain as a group. A number 
of associations in San Francisco, for instance, had to carry through a work 
stoppage to “win recognition” from their unions.“ When the air lines tried to 
bargain through a joint committee, the president of the Air Lines Pilots Associa- 
tion denounced it as the “monopolistic air lines negotiating trust’ and refused 
to meet with it.‘ On occasion, however, unions have helped employers organize 
into associations.'® 

Most unions would probably agree with the statement made by the VAW-CIO 
that ‘“‘Where workers for a number of small employers, such as tool and die job- 
bing shops, belong to one consolidated local, multi-plant bargaining through an 
employers’ association increases the relative strength of the employers. The 
union does not consider this a disadvantage, however, because both the workers 
and employers benefit from the increased stability which results from adoption of 
one consistent labor relations policy by all employers in the group.” 

In their turn, unions have sought protection from powerful employers through 
multi-unit bargaining. The Steelworkers feel that it is an “absolute necessity in 
basic steel in order to match large companies.’”’ The Federation of Glass, Ceramic 
and Silica Sand Workers states that multi-unit bargaining keeps the companies 
“from whipsawing one local against another” and from “switching orders” from 
plant to plant. Still, some union leaders believe that individual plant bargaining 
would be preferable because locals “could win more, and use local gains to win 
elsewhere.” 

Multi-unit bargaining has also served as a means of stabilizing industries suffer- 
ing from cut-throat competition, sweat-shop conditions and ‘‘over-production.” 

Unions may prefer multi-employer bargaining because it protects good em- 


George O. Bahrs, The San Francisco Employers’ Council (Philadelphia, Pa.: University 
of Pennsylvania Press, 1948), p. 8 ff. 
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ployers. As one leader put it, “Under individual agreements, you always go after 
your friends first, and that puts them at a disadvantage."* Association bargaining 
standardizes wages and halts competition “at the expense of the workers,” 
especially in hard times. If the union is unable to attain wage uniformity within 
a market area, low-wage competition may destroy it, or at least lead some plants 
to “run away.” 

Companies, too, may see in joint bargaining protection for the generous em- 
ployer who might otherwise be undercut by local rivals, or, as in the printing 
trade, find his business moving to other cities. In good times, associations prevent 
labor pirating and may keep wages from rising as rapidly and as far as they would 
under single-plant bargaining. At least that has been the San Francisco ex- 
perience.” 

Several devices have been used to achieve stabilization. They have included 
job evaluation, wage inequity studies and differential increases by job, plant or 
area. ‘Most favored nation clauses,” common in the printing industry, have 
helped incomplete associations to extend the area of uniformity. To preserve 
stabilization in the bituminous coal industry, Lewis insisted that portal-to-portal 
travel time be averaged in computing pay. Otherwise long-shaft mines would 
have been placed at a disadvantage. 

Union security, an important factor in stabilizing an industry, may be af- 
fected in several ways by multi-unit bargaining. Group bargaining gives the 
union status, and, through increased cooperation among the local unions estab- 
lishes them more firmly in each plant. By promoting standardization, multi-unit 
bargaining reduces the possibility of rival local leaders seizing upon lower wage 
rates as a cause for agitation and means of political advancement. Challengers 
must sell themselves to many locals in order to unseat the established union 
leadership in regional and national bargaining, a difficult task. Thus, the in- 
cumbents become secure, possibly too secure. Furthermore, employers engaged 
in multi-employer bargaining are often more willing to grant the union favorable 
security clauses than are employers bargaining for single plants. 

Multi-unit bargaining greatly reduces raiding. One reason lies in the NLRB 
policy of usually protecting multi-plant and multi-employer units by insisting 
that the invading union must win a majority in all plants, not just one at a time. 
This is manifestly very difficult. Multi-unit bargaining increases the union’s 
security against rivals, at the same time that it protects employers from being 
forced to provide the battleground for inter-union warfare. 

The effect of multi-unit bargaining on grievances is controversial. The uni- 
formity, toward which it tends, may reduce complaints by making possible fewer 
adverse comparisons. The effect on morale and turnover should be favorable. 
On the other hand, it may cause grievances if it prevents due allowance for 
varying local conditions. The difficulty of winning grievance cases against com- 
bined employers may discourage the filing of grievances. Time may be saved but, 
conceivably, this may lower morale. The San Francisco Employers’ Council and 


16 Warne, op. cit., p. 108. 
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other associations, speaking from their experience, report markedly few griev- 
ances and contend that settlements are very effective. 

Multi-unit bargaining may improve the handling of grievances. Through it 
very small employers can pool their resources and hire a professional representa- 
tive to assist them in handling complaints. Appeal systems, such as those found 
in the San Francisco area and the pottery, glass container, flint glass and other 
industries, have been very successful. The issues are taken before partially dis- 
interested union and company officials who are removed from the immediate 
scene of controversy and more objective. These men bring to bear on the issues 
a degree of professionalism and a broader outlook and may be able to resolve 
them. Such cases enable the association and the national union to pre- 
vent “chiseling” on the contract by local groups. 

If the parties are unable to settle the dispute themselves, they are in a better 
position than single employers and individual local unions to use arbitration. 
Many associations and large companies join with their unions to retain per- 
manent arbitrators. Automobile and rubber companies, the hosiery, clothing, 
shipbuilding and building and construction industries have used permanent 
umpires extensively. Others, including the printing and west coast paper and 
pulp industries, have relied upon ad hoc arbitration. 

Usually the bargaining groups have found the precedents set by top level 
and arbitration decisions very helpful in settling similar local disputes. However, 
one railroad official declares that the decisions published by the National Rail- 
road Adjustment Board cause many local grievances because they are misinter- 
preted, and applied inconsistently by local arbitrators without railroad experi- 
ence. Other employers argue that grievances are likely to receive less careful 
handling under master contracts where final disposition may be made by men far 
removed from the individual employee. 

B. The Negotiating Process. Adoption of multi-unit bargaining usually has a 
profound effect on the process of negotiating collective agreements. 

Multi-employer bargaining, quite understandably, brings home to the negoti- 
ators the problems faced by the entire industry. Union representatives in these 
sessions are likely to be of broader gauge, less subject to political pressures and 
more objective than local negotiators. The discussion may bring out the inter- 
dependence of our economy and the possible effects of any proposed action on 
employment. The tendency for broad-area bargaining to focus on issues of general 
and industrial importance is widely recognized. Some employers deplore it as 
leading to national planning or to the neglect of local plant problems."* Other 
employers are quite pleased to find it leading to union-management cooperation 
in solving production problems and in securing favorable legislation. Association 
bargaining may give smaller firms the benefit of technical staffs maintained by 
larger firms or by the association itself. Job analysis, job evaluation, and com- 
prehensive wage data may be used. Associations themselves help greatly in col- 
lecting such data. In company-wide bargaining too, as the UAW-CIO sees it, 


* Grede, Hearings before the House Labor Committee, [nvestigation of the Wage Stabiliza- 
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“The much greater facilities available to each side make possible a reasoned and 
informed approach to one another’s demands which is much more difficult in 
negotiations at a local level.” 

Muiti-unit negotiations may also have the advantage of making ‘‘available for 
bargaining the best people on both sides of the table,’”’ according to the Com- 
munications Workers. Indeed, the possibility of securing the services of an 
expert negotiator may be an important factor in bringing employers together. 

Multi-unit negotiations are usually improved if active company executives 
participate. Their presence tends to keep professional representatives from 
accumulating excessive discretionary powers. Also, the executives are less likely 
to feel that a settlement at any price is preferable to a strike. Obviously associa- 
tion secretaries and even active company officials cannot be familiar with the 
entire range of local problems, except possibly in small community associations. 
For this reason, company-wide and regional and national multi-employer bar- 
gaining frequently leave local matters for local negotiations. 

Most employers and unions contacted believe that multi-unit bargaining 
reduces the time, effort and expense required by negotiations. A smaller number 
of negotiations is necessary, as the following cases, though extreme, illustrate. 
There are 80,000 buildings in Manhatten Island eligible for coverage by the 
industry’s master agreement. Teamsters are employed by more than 4,700 
firms in New York City. 

Multi-unit bargaining concentrates negotiating aims and efforts, but the need 
to blend the divergent views of representatives of many plants may make the 
negotiations more complex. The San Francisco Employers’ Council believes that 
multi-employer bargaining ‘‘requires more time and more skill to conduct negoti- 
ations.” Large rubber companies find that both time and cost are greater than 
for local bargaining. The Rubber Workers concede that “in some instances a 
greater amount of time is taken since more minds have to meet on each point.” 
The railroads too find that the time requirement is high. 

Most firms and unions would agree with the meat packer who declares that 
multi-unit bargaining “‘. . . eliminates a great deal of repetitious conversation.” 
This view is well summarized by the VAW-CIO, “Although multi-plant negotia- 
tions involve the most careful preparation of material and data by both parties, 
the total time and cost involved are immeasurably less than plant-by-plant 
negotiations. This becomes apparent if you measure the time and cost involved 
in negotiating one master agreement with General Motors Corporation, even 
though it may require months of preparation on both sides, as against the time 
and cost which would be involved in negotiating over a hundred separate [and 
complete] agreements on a plant-by-plant basis.”’ 

Clearly multi-unit bargaining facilitates the exchange of ideas and informa- 
tion among union representatives and company officials. Most spokesmen feel 
that this is “healthy” or “helpful.” Furthermore one official states that it assists 
in keeping local company executives in touch with the firm’s overall policies. 
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of Pennsylvania, 1949), p. 25. 


138 H. ELLSWORTH STEELE 


Such improved communication may have its drawbacks. Local union repre- 
sentatives meeting in conferences “get ideas” from each other and demands may 
be increased. As one rubber executive says, ‘“‘. . . everyone wants to get their pet 
item in the contract negotiations.” And the union concedes, “In some instances 
if a situation is prevalent at one Local Union, its nature may be such that the 
other Local Unions may take an interest in it, and request an overall provision 
in the master agreement.” The result may be, as one complaint goes, that “we 
standardize our mistakes in all the plants.” 

Some firms feel that multi-unit bargaining has little effect on demands, or 
makes them more reasonable. The San Francisco Employers’ Council states 
that it ““Tempers demands of participants by a series of checks and balances 
within both groups. Concentrates on the most important issues.”” One coal 
operator feels that it results in demands which are ‘“‘probably less on the average.” 

Multi-unit bargaining may bring into negotiations such outside factors as: 
internal union politics, inter-union rivalries, national politics, government in- 
tervention, etc. “Union policy type of demands are made.” A public utility notes 
that because of possible political repercussions, the union may favor uniform 
increases rather than differential increases to correct apparent inequities, where 
the great majority of members will receive smaller increases than selected groups. 
The San Francisco Employers’ Council argues that it ‘Introduces an element of 
‘public interest’ into consideration of both parties. This is present both before 
and during a strike and acts as a preventive.” 

Most observers find that contract administration is greatly simplified by 
multi-unit bargaining. Company and union officials have fewer agreements to 
master and police. These master agreements make possible the “uniform in- 
dustrial relations practices and procedures’ which both parties usually desire. 
Furthermore, if local representatives take an active part in negotiations or, in 
larger groups, are given the opportunity to observe all bargaining sessions, the 
terms of the new agreement may be carried back to the shop stewards and fore- 
men quite effectively, thus improving day-to-day administration. 

Spokesmen for the Chamber of Commerce and the NAM suggest certain 
difficulties. They contend that individual firms or local unions may be “inclined 
to ignore the master agreement”’ if they have had little to do with its formula- 
tion.2” Indeed, they may have an incentive to ‘“‘show-up” the agreement as un- 
workable, especially if it has been negotiated by men unfamiliar with the peculiar 
problems of each company.”! 

The advantages of the larger unit in the administration of benefit programs 
are evident and leave but small room for criticism. In large companies, as a 
leading steel firm indicates, “Administration of pension and hospitalization 
programs is facilitated by multi-unit bargaining in that through [it], sufficient 
coverage can be obtained to make such programs effective.” 

“In the case of small employers,” the UAW-CIO points out, “multi-plant 
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agreements with the employers’ associations make possible benefits which could 
never be provided by individual employers acting separately. The Union and 
the Automotive Tool and Die Makers Association, for example, have negotiated 
pensions and health insurance agreements on the basis of a single fund, which is 
not only more stable and less expensive than a host of small funds would be, 
but enables workers to carry their benefit rights with them when they move from 
one shop to another, a most important consideration in this industry where such 
inter-shop movement of workers is high, and in view of the fluctuating business 
experience of many small shops is, in fact, inevitable.” 

Two problems may be mentioned. NAM spokesmen, in vigorously opposing 
multi-employer pension programs, argue that they are “likely to be more ex- 
pensive than a company program designed to give the same pension benefits,” 
apparently because they may permit workers to change employers without 
losing benefits. The San Francisco Employers’ Council finds that the benefit 
programs of local associations, which include branch plants of national firms, 
may conflict with the plans of the parent companies. 

Unfortunately negotiations do not always lead immediately to a contract to 
administer. Therefore, it is necessary to ask, in what ways may multi-unit 
bargaining, as such, influence the frequency and impact of strikes? The most 
significant answer is that an industry-wide strike in an essential industry can 
paralyze the country. Regional and local association bargaining and even com- 
pany-wide bargaining may have a similar effect on a smaller scale. But pattern 
bargaining may produce the same result with no overt employer cooperation. 

Through group bargaining local representatives may be led by extremist 
elements into stubborn stands or aggressive action which might otherwise have 
been avoided. When employers know that their competitors also will be shut 
down in case of a strike they are more likely to stand firm and precipitate a 
strike. Finally, although the tendency toward uniformity in multi-unit bargaining 
may reduce local disputes, it may increase them instead. 

There is another side. Multi-unit bargaining may produce a more even balance 
of strength, thus tempering the readiness to strike or to provoke a strike by 
making conflicts too costly for the parties. However, the party which had been 
weaker may now find it feasible to take aggressive action. But then, realizing 
the seriousness of major strikes, the parties may strive harder for a compromise, 
if only to escape a hostile public reaction. Multi-unit bargaining focuses attention 
on factual analysis which should contribute to peaceful settlements. As some 
have suggested, however, face saving, so important in industrial relations, is 
easier on the local level. 

Most employers contacted hesitated to express an opinion on this point, but 
those who did were quite evenly divided. Some felt that multi-unit bargaining 
was “unlikely to have any effect” on strike frequency, others that there was a 
“possibility of increase,’ but the rest believed that strikes would be “less.” 

Many of the early post-war strikes were attributed to “industry-wide bargain- 
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ing”’ when in fact it did not exist in most of the industries affected, such as steel, 
oil, meat-packing, automotive, electrical equipment, telephone and telegraph 
and farm equipment. In some of these industries, even company-wide bargaining 
is rare. In the railroad, coal-mining and shipping industries, there was some form 
of industry-wide bargaining prior to the strikes, but it is doubtful that it was 
the cause. The industry-wide character of the unions and of the issues are more 
likely causes.™ 

One large automobile company, which terms its experience with company- 
wide bargaining ‘‘fairly satisfactory,” rejects industry-wide bargaining because 
“Tt sets up two opposing forces on a very large scale.”” Thus it ‘causes situations 
to develop which can be harmful to the public and invite government inter- 
ference.” Many observers agree. However, we have all seen company-wide 
bargaining coupled with wage leadership lead to “fact-finding” and recom- 
mendations, and finally to injunctions or seizure. Under either multi-employer 
or pattern bargaining unions may strike to force government action. 

The fear of government intervention may lead to greater bargaining efforts 
to avoid it. This would be particularly true if neither party could expect favorable 
treatment at the government’s hands. 

A final observation on strikes may be in order. We must not judge multi-unit 
bargaining in all industries on the basis of our experience with John L. Lewis 
in coal mining and Harry Bridges in the longshore industry. 

C. Self Determination. One of the major problems in multi-unit bargaining is 
its tendency to place control of matters influencing the lives of individuals in 
the hands of officials far removed from the actual situation. 

Multi-unit bargaining tends to shift decision-making from the local plant to 
company, association and international union headquarters. The sovereignty 
assumed by the central negotiators may cover only economic issues, or it may 
extend even to grievances of individual workers.* The San Francisco Employers’ 
Council concedes that there is a disadvantage in “removal of responsibility for 
negotiations from [the] individual employer and his employees.” In industrv- 
wide bargaining, especially, negotiations are divorced from the individual em- 
ployer and the needs of his business. 

By its every essence multi-unit bargaining requires some subordination of indi- 
vidual interests to those of the group. Even though both parties strive for una- 
nimity, local unions and plants may find themselves ‘on strike’? when they 
themselves have no dispute. 

The Rubber Workers state that “Naturally with multi-unit bargaining negoti- 
ations, each and every viewpoint cannot prevail and at times majority decisions 
may have one or two dissenters.”” The San Francisco Employers’ Council declares 
that there will be “Some restriction of freedom on local officials of [the] union 
but this is frequently more helpful than not.” 

The San Francisco experience, which has received the most careful study, 


*% Sylvester Garret and L. Reed Tripp, Management Problems Implicit in Multi-Employer 
Bargaining (Philadelphia, Pa.: University of Pennsylvania Press, 1949), p. 1. 
“Jbid.,p.8. 
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shows that large firms do not profit at the expense of small ones in multi-employer 
bargaining. Although the associations are more responsive to the wishes of the 
larger members, they do not ignore the smaller ones.”* Little firms are needed. 
Outside the associations they may be forced to accept unfavorable terms which 
the association may have to follow. Nevertheless, in multi-employer bargaining, 
a minority of marginal firms may be overridden and even forced out of business 
through high wage rates. Here, the voices of the threatened local unions may be 
raised to save both their employers and their jobs. 

Multi-unit bargaining may well require previously on leaders to 
subordinate themselves to the decisions of the group. Nevertheless, many local 
unions and individual employers by taking an active part can have much greater 
sovereignty under it than under pattern bargaining. 

Jn large associations all employers and local leaders cannot participate directly. 
In such cases association secretaries and national officers tend to make the 
decisions. However, local unions usually suggest demands and have a voice in 
selecting rank-and-file representatives for the negotiating committees. When 
the agreement is reached they may have the opportunity to ratify or reject it. 

Group bargaining probably strengthens the national union at the expense 
of the local, as employers frequently assert. But it is only one force operating 
in that direction. Multi-unit bargaining also may reduce local activity. Unless 
plant supplements are negotiated, there is no plant bargaining in which many 
local men can take part and leaders can report directly to the membership. New 
leaders find it difficult to make headway against incumbents and the local union 
may find it nearly impossible to change parent organizations and withdraw from 
the master unit. 

On the other hand, as UAW-CIO states, “By freeing local unions from the 
necessity of dealing with corporation-wide issues, multi-plant bargaining permits 
local union officers and representatives, as well as local plant management, to 
deal more effectively with the multitudinous problems which are local in nature.” 
Much the same could be said for multi-employer bargaining. 

One of the most serious charges leveled at multi-unit bargaining is that it 
overlooks local problems and conditions. The number of possible variables is 
large—location, size, jobs, process, product, plant layout, ete. 

Many executives of large firms feel that in company-wide negotiations local 
considerations are lost. Area wage rates cannot be observed. Local desires on 
seniority, or even on holidays for hunting, cannot be satisfied. A trucker in the 
west contends that the twelve state midwest agreement based on the high value, 
full loads and crowded traffic of the Great Lakes region places an undue burden 
on truckers in the plains area where these conditions do not prevail. Some unions 
agree, and indeed are pleased to find, that there is a ‘lessening of the local 
attitude in the entire bargaining picture.” But others insist that “plenty” of 
consideration is given local problems and that it “modifies [the] outcome.” 

One rubber firm reports, “‘We do not favor combining all our plants in one 


26 Clark Kerr and Lloyd H. Fisher, in Lester and Shister, Insights into Labor Issues 
(New York: Macmillan, 1948), p. 35. 
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overall agreement. A much better job can be done negotiating on a one-plant 
basis, where everyone is familiar with the general conditions applying to that 
plant. When the groups of union representatives get together they talk about 
operations and incentive rates with which they are not 100% familiar, and some- 
times in stating what happens at their particular plant they are inclined to distort 
conditions to make their particular point look better.” 

Some national companies and unions meet this problem by negotiating formal 
or informal local supplements to the national contract. The rubber industry is a 
leader in this practice. Local association bargaining is, by its nature, closer to 
the parties ultimately involved and apparently gives rise to less fear that local 
problems will be neglected. 

Wide-area bargaining may have an unfavorable impact on employer-employee 
relationships. Contract provisions are made to fit the needs of the group, not of 
individual plants. Formal techniques replacing direct local negotiations by 
association or national meetings separate employers and their employees. In his 
local union, each worker is an individual, “His” problems are raised in negoti- 
ations and he knows the conditions being discussed. 

An NAM spokesman sums up the problem thus, “Some companies may con- 
sider it a relief to have the association do their bargaining for them. They con- 
sider it one less major headache to worry about. But in leaving the baby (usually 
not house-broken) on the associations’ lap, they overlook the fact that they have 
passed up a rare opportunity to learn their employees’ problems or to help the 
employees understand managements’ problems and concern about their em- 
ployees. The process of collective bargaining, when carried out in good faith, 
frequently results in unexpected indirect benefits to both parties.” 


Vv. HARMONIZING LOCAL PLANT NEEDS WITH MULTI-UNIT BARGAINING 


Whether or not the net effect of multi-unit bargaining on industrial relations 
is deemed to be favorable, it will continue. Some of the problems it presents may 
be minimized through the use of appropriate bargaining techniques. Several of 
the procedures which may serve to harmonize the needs of local plants with 
multi-unit bargaining will now be examined. 

Central negotiations will be less likely to pass over the needs of individual 
plants or to reach unworkable agreements, if each local union and plant manage- 
ment is represented. If the numbers involved are large, they all will not be able 
to take part in negotiations, but they may be given the right to select some of 
the negotiators and sit in the background as actual observers. This “gold fish 
bowl” practice is followed in the Pacific Coast pulp and paper industry. Sub- 
mission of demands and voting on ratification of the agreement are other means 
of bringing the local membership into the multi-unit bargaining process. 

Local differences may be recognized in joint negotiations by differential treat- 
ment. Employers may be classified on the basis of location, product, or ability 
to pay, and appropriate differential wage rates agreed upon. The wage rates of 
master agreements may be treated as minima only with local unions and firms 


** Teplow, National Forum, op. cit., p. 53. 
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in high-wage areas free to negotiate higher rates. Or the settlement may be a 
“package” of so many cents left to the local union and employer to divide into 
general wage increase, inequity adjustments, premium pay, welfare program, 
etc. And even with the same wage rates, local companies and unions can often 
vary take-home pay. 

Many employers and unions combine company-wide and local bargaining. 
They handle certain issues on the “national” basis and reserve others for local 
discussion. There are substantial differences, however, between industries on 
what issues are considered to be local and which “national.” 

If an association is local and “administrative” in character, as is typical in 
the clothing industry, the master agreement will not be supplemented and even 
its administration will remain largely in the hands of the association. Negotiatory 
associations, such as those prevailing in the building construction and printing 
trades, leave administration to the local firm, but usually don’t encourage negoti- — 
ation of local supplements. 

In many associations, however, local negotiations are expected. These may 
produce informal agreements or detailed written supplements. The master con- 
tract will provide a method of settling disputes. In addition, it may cover a 
large number of issues, or be confined to several major items. Almost any given 
issue may be treated locally in one association and jointly in another. The re- 
quirements of the specific industry seem to rule. 


VI. CONCLUSIONS 
Any conclusions drawn from this analysis must be tentative. Although stu- 


dents have done a great deal of work in this area, much of it, like this paper, 
has produced hypotheses for testing, rather than final answers. 

It seems probable that company-wide bargaining will continue to expand as 
unions capture more plants of larger corporations and press them for multi-plant 
negotiations. Multi-employer bargaining on the local and regional level also may 
grow as smaller employers, in particular, decide that they need the protection it 
offers. Rarely has association bargaining been abandoned once it has been tried. 
It has survival value. 

National multi-employer bargaining seems unlikely to increase greatly. The 
industries in which national collective bargaining is now found are small ones, 
with two exceptions. And in coal mining and railroading, bargaining vacillates 
back and forth between the national and regional planes. The requisite conditions 
for national industry-wide bargaining are so rigorous that few industries can meet 
them.” Even in those industries, the continuance of some firms outside the as- 
sociation, and even outside the union, may be helpful to both the employers and 
the union. They serve as indicators of the effects and limitations of multi-em- 
ployer policies. 

Employers who do engage in multi-unit bargaining apparently could make it 
more effective in several ways. Restriction of the organization to firms of closely 


27 For an excellent discussion of this problem see Frank C. Pierson, Multi-Employer Bar- 
gaining: Nature and Scope (Philadelphia, Pa.: University of Pennsylvania Press, 1948), 
p. 38. 
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similar interests is a major step. Some associations, and even some unions, 
might do well to divide. It has been done. More active participation of individual 
employers would lessen many association problems—including financial ones. 
Many of the complaints from employers engaged in multi-unit bargaining, 
especially from trucking firms, seem to be caused by the weakness of their 
association, rather than by multi-unit bargaining per se. Such employers may 
have only themselves to blame. If they have justifiable demands, they should 
strengthen their organization and in good faith press them against the union. 
Collective bargaining is a two-way street and the interests of stockholders and 
consumers require effective bargaining representation just as do the interests of 
the workers. 

Multi-unit bargaining can contribute to stability, if both parties will assume 
the responsibility which goes with their great power. It gives the unions greater 
security and challenges them to show their “industrial statesmanship.” The 
same thing is true for the employers. Successful multi-unit bargaining should 
reduce local grievances. It makes a notable contribution in this direction through 
the permanent umpire system. 

Negotiations may be placed on a higher plane through joint bargaining. 
However, it is no cure for strikes, although the more advanced multi-employer 
bargaining systems have excellent records in this regard. There is some indication 
that railroad and coal union leaders are questioning the wisdom of industry-wide 
strikes even where coupled with industry-wide bargaining. Partial strikes may 
intensify economic pressure on key employers and reduce the public pressure on 
the union. If it should be made clear to the parties that the government will not 
serve as a cat’s paw, the problem of government intervention in strikes may 
recede. 

Multi-unit bargaining clearly threatens local self-determination. Generalized 
beyond industrial relations, this is one of the fundamental problems of our time. 
Some method of harmonizing local and group needs must be evolved. We have 
long ago decided in political affairs to rely upon a system of responsible repre- 
sentation. Similar techniques of representation are available for wider use in 
multi-unit collective bargaining. 

Much of the criticism of multi-unit bargaining, especially of multi-employer 
bargaining, comes from organizations and individuals who have been promi- 
nently opposed to collective bargaining itself. And many of the arguments against 
multi-unit bargaining, such as the criticism of wage standardization, are ap- 
parently criticisms of collective bargaining itself. There is a real danger that 
proposals to abolish industry-wide bargaining stemming from these sources may 
be adopted without a clear realization of their implications. Such laws might not 
severely cripple powerful labor organizations, but they might endanger the 
weaker ones. Furthermore, they would disrupt established bargaining practices 
and destroy the protection needed by many smaller employers against large and 
aggressive unions. 

In conclusion, it is well to say again that the impact of multi-unit bargaining 
and its desirability vary from industry to industry, and probably also with 
time. 
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EFFECTS OF THE TAFT-HARTLEY ACT ON 
LABOR AGREEMENTS, 1947-1952 


THOMAS J. LUCK 
University of Florida 


In August of 1953, the Labor Management Relations Act, or the Taft-Hartley 
Act, will have been in force for six years. Probably few laws of this nation have 
promoted more heated controversy than has this legislation since its enactment. 
It has served as a campaign issue in the national elections of 1948 and 1952. A 
great many books and pamphlets have been written on many phases of the Act. 
Provisions of the labor law have been debated pro and con by industrial, labor, 
educational, and other interested groups. An appraisal of the total effect of the 
1947 Act upon collective bargaining is very difficult to make. However, it is 
interesting to look at some of the trends in labor agreements that have come 
about since the passage of the labor statute. 

To facilitate a measurement of the trends in union agreements, a random 
sampling of 500 contracts negotiated before and after August 1947 was obtained. 
The following steps were taken by the author in gathering the sample: 

1. At first an attempt was made to make a scientific sampling of the some 
60,000 to 75,000 bargaining contracts which are in existence in this country.' 
However, this had to be abandoned due to the impossibility of obtaining a list 
of the companies which had these agreements. Even the Department of Labor 
had on hand only 22,000 contracts received in the period beginning June 1947 
and ending July 1, 1949.2 The Department’s files on contracts prior to 1947 
were also incomplete since the unions were not strongly urged to file copies of 
their agreements until 1947. 

2. Finally, it was decided to extract a list of 600 companies selected at random 
from the contract file of the Department of Labor. These firms were then con- 
tacted by letter to obtain copies of their union agreements. A return of 435 
replies was obtained. These firms had been requested to send copies of agreements 
written prior to and immediately following July 30, 1947. In this manner some 
picture could be obtained of the effects of the Taft-Hartley Act upon labor 
agreements. Some of the firms did not send agreements written prior to the 
Act, and a few organizations referred the author to a parent company or to an 
industry-wide contract. Only companies where contracts were obtainable for the 
period before and after the enactment of the 1947 Act were included in the 
sample. The same firms were contacted at a later date for copies of their 1951-52 
agreements. 

3. A final count of 390 contracts resulted. These were combined with 110 
agreements selected at random from the 600 contracts available in the State of 


' Basic Patterns in Collective Bargaining Contracts. Bureau of National Affairs, Washing- 
ton D. C., Vol. No. 84, 1948, p. B-3. 
? Based on a letter from Ewan Clague, Commissioner of Labor Statistics, Department of 
Labor, Washington, D. C., August 4, 1949. 
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Indiana in order to obtain a round number of 500 items. Since the Indiana 
agreements had tended to follow the national trends,’ it was felt that the validity 
of the sample was strengthened by the addition of the Indiana agreements.‘ 
The sample of Indiana contracts had shown a close correlation with Department 
of Labor studies over a period of seven years. 

It is impossible in any contract survey, regardless of size, to state any exact 
percentage figures due to variations in interpretations of clauses. For example, 
it is extremely difficult to classify clauses purely on the basis of their written 
matter. The application of the agreement may condition the clause. For instance, 
an agreement may call for a union shop, but the firm may actually give preference 
to union membership in hiring. This agreement, in practice, would be a prefer- 
ential shop type of union security instead of a union shop. 

However, in this survey there is an advantage in that the same contracting 
parties were used in the sample drawn prior to the enactment of the Labor 
Management Relations Act and also after the passage of the Act. Thus, a con- 
tinuous picture of what has happened in the same agreements over a period of 
years is given to the analyst. In most of the samples extracted by various agencies, 
there is no assurance that the same agreements have been compared over a period 
of time. Furthermore, there has been little done to show the quantitative effects 
of the 1947 Act upon union agreements over a period of time. 


UNION SECURITY 
The Labor Management Relations Act of 1947 has affected the union security 


clauses of the collective bargaining agreement in several ways. First, closed shop 
agreements were outlawed by the 1947 Act. Secondly, until 1951, a union was 
required to win a union shop election before it could legally be granted a union 
shop clause in the agreement. Even though the union won such an election, the 
employer could still bargain to decide whether the union shop would be in- 
corporated into the contract. Furthermore, it was provided that where the state 
law outlawed the union shop, the state law would actually take precedence over 
the federal statute.* This is, where the state law was more restrictive than the 
federal law, the state law would apply. Despite the restrictions upon the union 
shop, the unions won approximately 98 per cent of their union shop elections. 
Also the survey of contracts disclosed that some unions had continued closed 
shop agreements even in instances where they were illegal under both federal 
and state statutes. 

*T. J. Luck, and R. Terrican, Trends in Collective Bargaining Contracts in the State of 
Indiana. Bureau of Business Research, Indiana University, Bloomington, Indiana, July 
1950. 

‘ Using the Pearsonian method of computing correlation, the Indiana study displayed a 
correlation of 0.87 with the Department of Labor’s studies on union security, number of 
grievance steps, holiday pay, and seniority plans. 

* Public Law 189, 82nd Congress, approved October 22, 1951. 

* Lincoln Federal Labor Union (A F of L) v. Northwestern Iron and Metal Co., and 
George Whitaker v. State of North Carolina, U. 8. Supreme Court, Nos. 47 and 34, January 
3, 1949. 
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The number of agreements containing closed shop provisions declined 50 per 
cent after the passage of the Taft-Hartley Act of 1947. Actually 5 per cent of the 
1948 through 1952 contracts studied required that employees must be members 
of the union before beginning work. Although some of these 25 agreements did 
not specifically state that an employee must be a union member before starting 
work, the implications and conditions created such a situation. For example, the 
following contract clause on the surface would not seemingly provide for a closed 
shop.” 


The publishers agree to employ or continue in employment only journeymen and 
apprentices defined as: 

(a) Composing room employees previously designated as journeymen. 

(b) Employees who have completed apprenticeship training. 

(c) Persons who pass an examination recognized by both parties as qualifying them 
for such classification. 


Looking into the situation it was discovered that the union runs the apprentice- 
ship training and establishes the examinations the apprentice must pass in order 
to become a journeyman. With such a close control of entrance requirements, it 
is quite apparent that the union has in effect a closed shop. If such border-line 
agreements were added to the number of agreements providing a closed shop, 
the percentage for 1952 would probably be closer to ten per cent in Table 1. 
A study made by the Bureau of Labor Statistics in 1951 stated that 8 per cent 
of the labor agreements required that the employees must be members of the 
union before beginning work.® 

A study made in the Buffalo area also concluded that the 1947 labor law 
abolished the closed shop in neither “form nor substance.’ Likewise in Cali- 
fornia it was found that the ban on preferential hiring and closed shop arrange- 
ments had effected no change in hiring practices where such relationship was 
already established.'° That is, long established closed shop arrangements were 
not significantly affected by the 1947 law. In addition, the California study 
stated that the ban on closed shops had the effect of driving relationships be- 
tween the unions and employees underground. 

Further examination of union agreements in the present study disclosed some 
of the “sub rosa’ arrangements used to perpetuate a closed shop institution. 
One such device was to require the employer to give preference in hiring to union 


7 Contract between Publishers Association of New York and Local 6 of the International 
Typographical Union, August 9, 1948. 

8 James Nix, ‘‘Union Status Under Collective Agreements, 1950-1951,’’ Monthly Labor 
Review, November 1951, p. 556. 

* Horace E. Sheldon, Union Security and the Taft-Hartley Act in the Buffalo Area, New 
York State School of Industrial and Labor Relations, Cornell University, Research Bulle- 
tin 4, August 1949, p. 41. 

10 Frank 8. Pierson, ‘Practical Effects of the Taft-Hartley Act,’’ Speech at the Institute 
of Industrial Relations, University of California, for the Pacific Coast Economic Associa- 
tion, December 31, 1948. 
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members by various circuitous means. For example, the following paragraphs 
appeared in one contract :" 


The employers agree in the hiring of employees in the classifications covered by this 
agreement to prefer applicants who have previously been employed on vessels of one or 
more of the companies signatory to this agreement. 

The union agrees that in furnishing desk personnel to the employers through facili- 
ties of their employment office it will recognize such preferences and furnish seamen to 
the employers with due regard thereto and to the competency and dependability of the 
employees furnished. When ordinary seamen with prior experience are not available, 
the union will in dispatching seamen prefer graduates of the Andrew Furuseth Training 
School. 


In the preceding agreement, preference was given to senior employees who had 
formerly worked for the companies concerned. But since the union formerly 
operated under a closed shop arrangement, all of the former employees were 


TABLE 1 
Certain Union Security Provisions Contained in 500 Contracts 


PERCENTAGE OF S00 CONTRACTS 
SECURITY PROVISION 


Closed shop 

Union shop 

Maintenance of membership 

Open shop—sole bargaining agency 
No security provision 


100 
Check-off of dues 75 


union members. It should also be noted that the contract did not state whether 
the union employment office would give equal consideration to both union and 
non-union workers. 

A California union required employers of the Metal Trades Association to 
hire only those molders who have completed the four-year apprenticeship pro- 
gram or equivalent training or experience. Before the molders were hired, the 
employer had to furnish the union proof of such training or experience.” Since 
the union controlled the apprenticeship program, and possibly could control 
whether equivalent experience would be accepted, the union would thus have 
had almost a closed shop arrangement. 

As indicated in Table 1, five per cent of the contracts plainly provided for 
closed shop arrangements. Some of these agreements were consummated before 


'' Contract between Pacific American Shipowners Association and Sailors Union of the 
Pacific (A F of L), 1948. 

'* Contract between the California Metal Trades Association and the Molders and Foun- 
dry Workers (A F of L), 1948. 


| 1946 1948 1952 
10 5 5 
a 23 25 10 
32 34 29 
| 15 6 6 
68 


EFFECTS OF THE TAFT-HARTLEY ACT ON LABOR AGREEMENTS 149 


the passage of the Taft-Hartley Act and have continued in force since that date. 
Presumably such continuous provisions are legal. Many of the closed shop 
arrangements, however, are illegal under present federal and state laws. An 
example of such a questionable agreement is as follows:" 


In the event that the employer hires new employees in the open market as herein 
provided, the employer shall notify the union thereof within 48 hours after such new 
employee begins to work. All such new employees shall apply to the union for working 
passes no later than Saturday of the week in which they are hired. If, however, the union 
should deny such employee a working pass, he shall be removed from the job upon the 
furnishing of a replacement by the union. All such new employees shall apply to the 
union for membership immediately upon hire and shall pay initiation fees, union dues, 
and assessments from the date of hire. If, however, the union should reject an employee's 
application he shall be removed from the job upon the furnishing of a replacement by 
the union. 


Closed shop tendencies are present in the above agreement. The union has the 
opportunity to refuse membership to new employees which may be considered 
illegal. Since this provision has been in effect since at least 1946, the union se- 
curity clause might be legal. The contract presents a questionable case. 

Closed shop arrangements in the 500 contracts were found principally in the 
printing, publishing, and maritime industries. The craft unions were usually the 
party to such an agreement rather than the industrial type union. In a few 
instances, as indicated above, the industrial type union did have a closed shop 
agreement. 

The number of contracts calling for a union shop has increased since the pas- 
sage of the Taft-Hartley Act. The survey of 500 agreements disclosed a 150 per 
cent increase in union shop agreements in the period from 1946 to 1952. The 
increase in union shop agreements more than offsets the 50 per cent decline in 
closed shop arrangements. In fact, in the contracts studied, it could generally be 
stated that where a closed shop contract existed before the 1947 Act, a closed 
shop, or union shop, or maintenance of membership contract existed in 1952. 
In none of the contracts examined did the union forego ali semblance of a strong 
union security provision where the labor organization had formerly enjoyed a 
closed shop situation. 

The most important change in the union shop arrangements was the intro- 
duction of the General Motors type of provision. Under such contracts, employees 
hired after the effective date of the agreement are required to join the union and 
maintain membership for at least a year; those who were union members when 
the agreement became effective are also required to maintain their membership; 
but employees who were not members at that time are not required to join. 

In view of the fact that thirteen states outlaw all forms of union security, it 
was interesting to note the growth of union shop provisions since 1947. In Florida 


Contract between Family and Wholesale Laundry Association and Amalgamated 
Clothing Workers (CIO), 1952. 
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the union shop and closed shop are illegal under a constitutional amendment." 
Despite the constitutional restriction, 11 per cent of the Florida agreements in 
1951 had closed shop provisions and 5 per cent retained union shop security 
clauses.'* 


CHECK-OFF OF DUES 


Another phase of union security that has been affected by the Labor Manage- 
ment Relations Act is the check-off of union dues. Under the Act employees 
must sign individual authorizations before the union dues can be deducted from 
their paychecks. Such authorizations may not be irrevocable for more than one 
year, or the duration of the contract, whichever is shorter. Thus, the unions can 
not merely obtain check-off of dues by negotiations at the bargaining table, but 
they must also obtain authorizations from the employees. 

An examination of the 500 contracts in the sample disclosed that there was an 
increase in the number of agreements providing for the check-off of dues after 
the passage of the 1947 Act. There was a 25 per cent increase in the number of 
contracts providing for the check-off of dues in the period of 1946 to 1948. 
This was followed by approximately a 10 per cent decline in the period from 
1948 to 1951. There was no apparent reason for this decline. 

In general, the prevalence of check-off provisions, as shown in Table 1, has 
been greater among agreements with union security clauses than among those 
without such clauses. Only 50 per cent of the closed shop and union shop agree- 
ments had check-off provisions. About 62 per cent of the open shop agreements 
provided for check-off of union dues. Probably the inference can be drawn that 
the increase in the number of union shop clauses accounted for the decrease in 
the number of agreements calling for the check-off of dues. Check-off of dues was 
predominant in the tobacco, petroleum products, and chemical industries. 

Some 20 per cent of the agreements sought to avoid the restrictions of the 1947 
Act by establishing irrevocable authorizations for dues deductions or by pro- 
viding for automatic renewals. A typical clause of this kind was stated thusly: 


Authorization shall be irrevocable for the period of one year, and shall automatically 
renew itself for year periods thereafter; provided, however, that it may be revoked by 
giving written notice to the company and the union at least 60 days and not more than 
90 days before the expiration of any such yearly period. 


About 30 per cent of the 500 agreements in 1952} provided for the check-off 
of dues and initiation fees. Only 18 per cent of the contracts studied in 1946 
provided for the check-off of both dues and initiation fees. The contracts have 
tended to add initiation fees to the check-off provisions possibly to make certain 


“ Florida Constitutional Declaration of Rights No. 12 as amended November 7, 1944. 
Other states outlawing all forms of union security are: Nevada, Arkansas, Arizona, Ne- 
braska, South Dakota, Georgia, Iowa, North Carolina, North Dakota, Tennessee, Texas, 
and Virginia. 

'*T. J. Luck, Union Security Provisions in Florida’s Collective Bargaining Agreements, 
Bureau of Business Research, University of Florida, November 1951. 
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that employers will not follow a narrow definition of “check-off of dues’’ as 
promulgated by the former General Counsel of the National Labor Relation» 
Board. The Board also ruled in 1948 that initiation fees, assessments, and fines 
should not be considered “membership dues” under check-off of membership 
dues provisions." 

GRIEVANCE PROCEDURES 


Another limitation upon the substantive content of the collective bargaining 
agreement was found in Section 9 (a) of the Taft-Hartley Act. Under this section 
an employee was allowed to present and adjust his grievances without the inter- 
vention of the bargaining representative as long as the adjustment was not in- 
consistent with the terms of a collective bargaining agreement then in effect. 
In addition, the bargaining representative had to be given an opportunity to be 
present at such an adjustment. 

A typical contract provision which guaranteed the individual the right to 
present his grievance without the union’s interference or assistance is shown 


below 


... any individual employee or a group of employees shall have the right at any time 
to present grievances to their employer and to have such grievances adjusted, without 
the intervention of the bargaining representative, as long as the adjustment is not incon- 
sistent with the terms of a collective bargaining contract or agreement then in effect: 
Provided further, that the bargaining representative has been given opportunity to be 
present at such adjustment. 


A substantial group of the agreements, 25 to 26 per cent, called for presentation 
of the grievance by the steward alone. These agreements probably are in direct 
conflict with the provisions of the 1947 Act."* In practice, however, some of these 
contracts may allow the employee to present grievances without union repre- 
sentation. Unions generally prefer to have their representatives handle grievances 
initially in order to discourage individual bargaining between employees and 
foreman. Also, the union likes to maintain close contact and control of the 
processing of all agreements, for they directly or indirectly affect the bargaining 
process. 

The employee, however, may feel that he can handle his grievance better on 
his own initiative without union assistance. Approximately 40 per cent of the 
agreements provided for such independent action. 

Despite the 1947 Act, there has not been much change in the union contract 
provisions with respect to the presentation of grievances. Actually under the 
Wagner Act, the employee, should he feel that the union representative was not 
handling his grievance properly, could present his grievance directly to manage- 
ment. The union representative, however, was entitled to be present and to 


16 In the Matter of International Harvester Co. 95 NLRB No. 80, 1951. 

17 Agreement between the American Tobacco Company and the Tobacco Workers (A F 
of L), 1948. 

8 Douds v. Retail Store Union, U. 8. Circuit Court of Appeals, District 2, No. 164, March 
4, 1949. 
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negotiate at each stage of the bargaining procedure concerning the disposition 
of the grievance. As pointed out in the Hughes Tool Company case, the employer 
was forbidden to adjust the grievance except through the bargaining agent.” 
The Court of Appeals at New Orleans modified the National Labor Relations 
Board’s ruling to allow the employer to adjust grievances not involving an 
interpretation of a collective agreement and those grievances which the union 
has agreed may be adjusted without its participation.”® Thusly, under the 1947 
Act the employee has been allowed more freedom in the adjustment of the 
grievance than was true under the Board’s rulings under the Wagner Act. How- 
ever, the court interpretations of the Board’s actions under the Wagner Act 
gave the same meaning to the processing of grievances as has been codified in 
the 1947 Act. The court interpretation has merely been written into a statute 
which possibly accounts for the fact that there has been little change in union 
contract clauses on the subject of initial presentation of grievances. 


TABLE 2 
Provision for Initial Presentation of Grievances 


PERCENTAGE OF S00 CONTRACTS 
PARTY PRESENTING THE GRIEVANCE 


1946 1948 | 1952 
Employee alone 10 12 15 
Steward alone 26 25 25 
Employee or steward 27 27 26 
Employee and steward 12 12 12 
No provision 25 24 22 


WORK STOPPAGES 


Collective bargaining provisions regarding work stoppages have been affected 
by the enactment of the Taft-Hartley law. The law prohibits all strikes and lock- 
outs during a 60 day period prior to termination or modification of contract and 
bans entirely jurisdictional strikes and secondary boycotts. 

Employers or unions are authorized under the 1947 Act to bring suit in a 
Federal District Court for damages suffered by reason of a strike or lock-out in 
violation of a contract. Judgments against the unions are enforceable only 
against the union as an entity. The union officials, therefore, were quite reluctant 
under the first years of the Labor Management Relations Act to agree to the 
incorporation of a no-strike clause in the contract in order to avoid suits. In 
fact one of the national federations issued instructions to its affiliates to drop 
no-strike clauses from contracts wherever possible. 

Accompanying the increase in the number of no-strike clauses in some form 
has been a corresponding increase in clauses limiting the union’s liability for 
“wildcat strikes’? which have not been authorized or sanctioned by the union 
concerned in the contract. In most agreements which absolved the union of 


In the Matter of Hughes Tool Company, 56 NLRB 981, 1944. 
7° NLRB v. Hughes Tool Company, 147 F. 2d 69, C.C.A.-5, 1945. 
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financial liability for unauthorized strikes, the union was required to announce 
publicly that the strike was unauthorized, request the strikers to return to work, 
or to take certain actions to end the strike. 

A typical clause containing a statement absolving the union of responsibility 
for ‘‘wildcat strikes” was as follows: 


Neither the union, nor its representatives, shall be held at fault or be responsible for 
damages for any unauthorized strikes, or cessation or restriction of work of any kind, 
nor shall the company be responsible for any unauthorized lockout of any kind. 


The net effect of the suability provision of the Labor Management Relations 
Act as far as it affects the union contract has been an increase in the number 
of clauses restricting the union’s liability for “wildcat strikes.”” The increase in 
the number of no-strike clauses which may or may not have limiting sections on 
“wildcat strikes” can be attributed to an increased pressure from the employers 
for a no-strike provision in the contract. The entire problem of ‘wildcat strikes”’ 
has been highlighted by the Act. Even the contracts in which the union’s liability 


TABLE 3 
Trends in No-Strike Clauses in 500 Union Contracts 


PERCENTAGE OF SOO AGREEMENTS 
CONTRACT CLAUSE 
1948 


No-strike clause in some form*.... 60 
Absolute no-strike clause y 28 
Conditional no-strike clause. . 32 

No provision* 40 

* These items will total 100%. 

for unauthorized strikes has been limited usually provide that the union will 

take certain steps to help the employer in getting the strikers to return to work. 

This would seem to be helpful in obtaining union-management cooperation in 

mitigating ‘‘wildeat strikes.”” Sometimes these ‘wildcat strikes” are called be- 

cause of political differences between leaders in the local union. Shop stewards 
in some cases find it politically advantageous to provoke such a strike and then 
to let the embarrassed local officials try to explain to the outraged employer. 

Some of the contracts currently provide that the union will attempt to influence 

the strikers to return to work. If the union is unsuccessful, then the employer 

usually can discipline the strikers as he sees fit. 


CONTRACT PROVISIONS ON AGENTS 


The genera! problem of the union’s responsibility for ‘wildcat strikes” is closely 
connected with another issue—that of responsibility for the acts of agents. It is 
this latter issue which has vitally concerned the unions since the enactment of 


2! Contract between the Sullivan Dry Dock and Repair Corporation and Marine and Ship- 
building Workers (CIO), 1948. 
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the Labor Management Relations Act. This statute states that “in determining 
whether any person is acting as an agent of another person so as to make such 
other person responsible for his acts, the question of whether the specific acts 
performed were actually authorized or subsequently ratified shall not be 
controlling.”” 

In the Sunset Line and Twine case, the National Labor Relations Board held 
a local union responsible for coercive acts directed against non-striking em- 
ployees.™ The local union was involved in the coercive action because the union’s 
business agent was present during the strike and he made no attempt to restrain 
the coercive action. The international union was also held liable for the acts of 
the local, for it was alleged that the international had aided in conducting the 
strike. Thus, although the coercive action was not authorized nor specifically 
ratified by the union, both the local and the international union were held 
responsible for the unfair labor practice committed. The majority of the Board 
held that when the agent is a servant of the principal, the principal may be 
held responsible for the acts of his agent even though he has not specifically 
authorized, or indeed may have forbidden specifically, the act in question. 
The Board had used similar reasoning in cases involving the employer and his 
agent, the foreman. 

In order to avoid difficulties because of the interpretation of the law of agency 
given by the Board, some unions have made certain changes in their contracts. 
About 8 per cent of the agreements examined have incorporated a clause which 
names the agent who is acting for the union. The unions by taking such action 
hope to be able to prove that the actions of unnamed members were not author- 
ized and hence the unions were not responsible for their acts. The validity of this 
defense has yet to be tested in the courts under the 1947 Act. In other instances 
the international union has refused to be named as a party in a local union’s 
contract in order to avoid future liability. 

An example of this type of contract clause wherein the employer agrees not 
to sue the union for unauthorized actions is shown below :* 


In the event that any violation of the previous paragraph occurs which is not au- 
thorized by the union, the company agrees that there shall be no liability in damages on 
the part of the International or Local Union, nor any officer or agent, provided that in 
the event of such unauthorized action, the union first meets the following conditions: 
1. The union shall declare publicly that such action is unauthorized. 
2. The union shall promptiy order its members to return to work notwithstanding 
the existence of any unauthorized picket line of this union. 


CONCLUSIONS 


It is difficult to make an absolute conclusion concerning the effects of the 
Labor Management Relations Act upon union contracts without knowing what 


* Labor Management Relations Act, Public Law 101, Sections 2 (13) and (301). 


984 NLRB No. 23, 1949. 
™% Contract between American Lava Corporation and the International Association of 


Machinists (Independent), 1948. 
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transpired at the bargaining sessions and also how the contract has been inter- 
preted in daily practice. An examination of the written clauses, however, gives 
the analyst some definite quantitative facts. First, in so far as the contracts 
indicate, the unions have gained in the relative strength of union security pro- 
visions since the passage of the 1947 Act. Possibly the unions have made union 
security a more important issue in bargaining negotiations since the enactment 
of the statute. In some of the firms where the closed shop has been well estab- 
lished by custom, the same arrangement has been continued despite the pro- 
hibition of the law. 

Furthermore, although the Taft-Hartley law made it more difficult to obtain 
a union shop provision in the contract, the unions have shown a considerable 
growth in this type of union security. Likewise the unions have obtained an 
increase in the number of contracts providing for the check-off of dues despite 
the restrictions of the federal statute. The Act had little if any effect upon the 
grievance procedure as shown by the analysis of 500 contracts in Table 2. There 
has been an increase in the number of no-strike clauses in the contracts, but this 
is probably due to the negotiations at the bargaining table rather than the 1947 
law. In fact, the 1947 Act has tended to weaken the no-strike clause by increasing 
the number of conditional no-strike provisions. Also the unions have attempted 
to avoid liability for the unauthorized actions of their members. 

In short, it can probably be stated that the Labor Management Relations Act 
has made it more difficult for the unions to obtain certain contract provisions 
such as strong union security but the net effect on the contracts has been favor- 
able to the unions. What the situation will be in the time of a business recession 
is still anyone’s guess. 
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THE TAX STATUS OF SOCIAL SECURITY BENEFITS 


B. U. RATCHFORD 
Duke University 


As the scope of taxes widens and as tax rates rise, tax exemptions and other 
avenues of escape increase in importance. Benefits paid under the federal Social 
Security Act now amount to well over three billion dollars per year and the 
indications are that they will more than double in the next decade. Other closely 
related forms of payment, such as old age assistance, Civil Service pensions, 
benefits under the Railroad Retirement Act and state retirement systems, prob- 
ably exceed three billion dollars per year and are rising steadily. This brief 
paper considers the status of benefit payments under the federal Social Security 
system for purposes of state and federal income taxation. 

At the federal level, apparently all social security payments are, and from the 
beginning have been, exempt from the income tax. The way in which this exemp- 
tion developed provides a striking example of the informal and relatively obscure 
way in which exemptions may arise and become crystallized in our tax systems. 
Congress has neither prescribed nor forbidden the exemption of social security 
benefits; both the Jnternal Revenue Code and the Social Security Act are silent 
on the point. The Treasury Regulations, which officially interpret federal tax 
laws, make no mention of it. No record has been found of any case in which 
the federal courts have considered the matter. 

At the state level, as will be explained below, the status of these payments 
under state income tax laws is much less clear. There is, however, a strong 
tendency for states to follow the lead of the Federal Government on this as on 
most other matters relating to income taxation. 

Nature of the Payments. Several different kinds of payments are made under 
the Social Security Act but the two which are by far the most important, and the 
only two which will be considered here, are Unemployment Compensation (UC) 
and Old Age Survivors and Insurance (OASI) payments. The contributions or 
premiums necessary to operate these programs are collected in the form of taxes. 
Unemployment compensation is financed from a tax on employers alone. Each 
employer of eight or more persons (except those exempted) pays a tax at the 
rate of 3 per cent on the first $3,000 of the annual wages or salaries of each 
employee. In most states this has been modified by “merit rating” plans and 
other changes which need not concern us here. Old Age Survivors and Insurance 
payments are financed by taxes on both employers and employees. There is no 
exemption for small employers and every employer except those specifically 
exempted pays a tax which now (1953) is equal to 14% per cent of the first $3,600 
of the annual wages or salaries of each employee; he deducts a like amount from 
the compensation of each employee. Both individual and corporate employers 
may, in computing their federal income taxes, deduct from gross income the 
amount of the tax they pay, but the employee, in computing his individual 
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income tax for the Federal Government, may not deduct the amount which his 
employer has withheld from his wages as a tax. These tax collections, or sub- 
stantially similar amounts, go, directly or indirectly, into trust funds which are 
managed by the Federal Government and benefit payments are made from those 
funds. Both trust funds have built up substantial reserves to meet future require- 
ments. Those reserves are invested in United States obligations, interest on which 
now appreciably augments the revenues of the funds. 

Unemployment compensation is paid, at varying rates and for varying periods 
of time, to covered workers who are unemployed. From the Old-Age and Sur- 
vivors Insurance Fund several kinds of benefits are paid. The widow and de- 
pendent children of a qualified worker are entitled to varying benefits for speci- 
fied periods of time. Lump-sum death benefit payments are made also. But 
perhaps the most important form of payment is that made to the worker himself 
(and his wife) after he passes the age of 65. Thus unemployment compensation 
is essentially a form of insurance, the premiums on which are paid by the em- 
ployer. The Old Age program is a combination of insurance and annuity pay- 
ments, ore half of the premiums for which are paid by the employer and the 
other half by the employee. Social Security payments thus come originally from 
these three sources: (1) payments by employers; (2) payments by employees; 
and (3) interest earned on invested reserves. Since the payments by employers 
are deductible by them in computing their income taxes, those payments get 
into the funds without being touched by the income tax. Total contributions 


currently amount to about $1.3 billion per year for unemployment compensation 
and about $4.0 billion for OASI. 

Unemployment compensation benefits vary widely from year to year, depend- 
ing on the state of employment. For the fiscal year 1953 they are running at a 
rate of about one billion dollars. OASI benefits are now running at the rate of 
about $2.5 billion per year and are rising steadily and rapidly. Data for 1952 
and estimates for 1960 and 1990 have been given as follows:' 


Accumulation in Trust 
Number of Beneficiaries Cost of Benefit Payments Fund at Year End 
Year (Thousands) ($ millions) ($ millions) 
1952 4,512 17,381 
1960 7,295 34,124 
1990 17,955 107,719 


Tax Status—Federal. The Internal Revenue Code, Section 22 (a), defines gross 
income, for federal tax purposes, to include several broad categories of income. 
In the final, “catch-all” group it lists “... gains or profits and income derived 
from any source whatever.” If Social Security benefits are “income” they would 
seem to be included here if not in some of the previously-named categories. It is 
true that a minor part (in most cases) of the OASI annuity payments represent 
a return of the employee’s own contributions. To that extent they are a return 
of capital and are not income. But those parts of the payments which represent 
employers’ contributions and interest earned on invested reserves would seem 


1U. S. Congress, House Report No. 1944, 82nd Cong., 2d Session, ‘‘Social Security Act 
Amendments,” pp. 19-21. 
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to be income to the beneficiaries in the usual sense in which that term is used in 
the income-tax field. Apparently, however, there has been no judicial decision 
on this point and the official Treasury Regulations are silent on the question. 

In 1941 the Income Tax Unit of the Bureau of Internal Revenue, in an office 
ruling,’ interpreted the Treasury Regulation which, in turn, interpreted the above 
section of the Code and he!d that Social Security benefits “. . . are not subject to 
Federal Income tax in the hands of recipients.”” No reasons were given to support 
the decision, so we do not know the logic on which it was based. Since then the 
Treasury Regulations have been rewritten and the Code has been amended many 
times, but this ruling has not been incorporated into either of them. The sub- 
stance of it is published in official instructions of the Bureau of Internal Revenue 
for the guidance of the public making income tax returns* and is noted in most 
unofficial tax services. By essentially the same procedure it has been ruled that 
pensions, annuities, and death benefits paid under the Railroad Retirement Act 
of 1937 are tax-exempt.‘ 

In contrast, Treasury Regulation 111 prescribes (Sec. 29.22 (a) -2) that the 
retired pay of federal and other officers and pensions and retirement allowances 
paid by the United States or private employers are taxable, while pensions given 
by “. .. one to whom no services have been rendered are mere gifts or gratuities 
and are not taxable.”"* This makes it difficult to see any logical or consistent 
basis for the exemption of Social Security benefits. All other similar payments 
are taxable except ‘‘mere gifts or gratuities.”’ Certainly it is not consistent with 
the philosophy of the Social Security Act to regard its benefits as charitable 
gifts. The employee has a definite legal right to the payments and in the case of 
OASI payments he has helped, through his contributions, to provide the funds 
from which they are made.* 

Tax Status—State. It is quite difficult to get a complete picture of the status of 
Social Security benefits under state income tax laws. Only a few states have dealt 


* 1. T. 3447, Bureau of Internal Revenue, C. B. 1841-1, p. 191. 

* “Your Federal Income Tax,’’ 1952 Edition, pp. 26, 39. This guide gives a partial expla- 
nation of the rationale of the ruling, stating that Social Security benefits “‘. . . represent 
administrative expenditures in the interest of the general welfare, and since they are not 
‘income’ within the meaning of the income tax law, they should be excluded from gross 
income.”’ Ibid., p. 26. 

41. T. 3115, 1937-2 CB 62; I. T. 3662, 1944 CB 72. 

* After the above was written, it was reported from Washington that the Bureau of In- 
ternal Revenue had ruled that the United Mine Workers Welfare and Retirement Fund 
** does not qualify for income tax exemption. The bureau also reiterated a 1948 ruling 
that individual beneficiaries of the fund were liable to income tax on their benefits. The 
ruling . . . does not apply to the years prior to 1953 . . .” The New York Times, July 4, 1953, 
p. 5. 
According to this report, the ruling means that the Fund, as it is presently organized and 
operated, is a separate business entity and subject to the income tax (presumably the cor- 
poration income tax), although it was ‘‘. . . not clear whether the entire annual income of 
the fund is taxable .. . or only the income earned by the fund’s investments.”’ 

* In 1948, however, the New York State Tax Commission ruled, for purposes of the New 
York Income Tax, that ‘‘Monthly payments under the Federal Social Security Act are gifts 
to the recipient and are not required to be included in gross income.’’ Quoted in Commerce 
Clearing House, State Taz Reporter, New York, 1953, Vol. I, p. 1851. 
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with the matter in their tax laws. Among the others, a few have issued formal 
regulations on the subject. But in a great majority of the states which levy in- 
come taxes, the question has been settled by an informal ruling of the attorney- 
general or some revenue official or by administrative practice. There can be no 
assurance that any tax service has been able to ferret out all of these regulations, 
rulings, and practices. Further, because of wide variations in the way in which 
the materials are arranged and indexed in the tax services, it is difficult for any- 
one to be sure that he has found all the material they contain on this point.’ 
Thus the information in this section must be regarded as indicative rather than 
as exhaustive or conclusive. 

Subject to these qualifications, the tax status of OASI benefit payments may 
be examined. Apparently no state has made them taxable by legislative enact- 
ment, while three states—Delaware, Minnesota, and Virginia*—have specifically 
exempted them. By formal regulation two states—Colorado and lowa—have 
ruled them to be taxable while two other states—Alabama and Utah—have 
declared them exempt. In Massachusetts they have been held to be taxable by 
informal ruling; by the same process they are held to be exempt in at least 11 
states. The net result of this seems to be that they are taxed as income in three 
states and held to be nontaxable in 16 states. Of the states which levy income 
taxes, that leaves 12 unaccounted for. In addition, under the Indiana gross in- 
come tax, the payments are partly taxabie; the recipient does not count them 
as gross income until he has recouped the amount he has paid as contributions— 
thereafter they are fully taxable. 

In a number of states the tax status of the OASI benefits apparently has never 
been formally determined and remains on a tentative and uncertain basis. Several 
of the rulings enumerated above were given in letters to the tax services from 
tax officials who did no more than state existing practice. For example, with 
respect to the situation in Wisconsin, the tax service commented as follows, 
based upon a letter from the Director of the Income Tax Division of the De- 
partment of Taxation: “... while the department regulations contain nothing 
on the question of the taxability of Social Security benefits, the department has 
taken the position that the receipt of such payments is not taxable under the 
Wisconsin Income Tax Law.’” 

The situation in the District of Columbia seems to be even more indefinite. 
A District law of 1939 required the Tax Assessor to apply, as far as practicable, 
the administrative and judicial interpretations of the federal income tax law. 
An Act of 1947 omitted that provision and on February 6, 1951 the Income 
and Franchise Tax Division of the District took the position that “. . . nothing in 
the Act now excludes old age benefit payments from gross income.”’'® 

No doubt it would be safe to assume that neither the District nor any of the 


7 In this search for state laws, regulations, and practices, the main reliance was placed on 
a careful examination of the individual state tax services published by the Commerce 
Clearing House. 

* Delaware, Ch. 245, Laws, 1947; Minnesota, Sec. 290.08, Revised Statutes; Virginia, Ch. 
407, Laws, 1952. 

* Commerce Clearing House, State Tax Reporter, Wisconsin, 1953, Vol. 1, p. 1225. 

1° Ibid., District of Columbia, 1953, p. 954. 
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states which are so vague about the status of OASI payments make any serious 
effort to collect income taxes on them. This thought directs attention to a signifi- 
cant characteristic of tax exemptions. So long as a state does not attempt to tax 
any particular form of income or wealth there is no pressure to clarify the tax 
status of that item. But as soon as an attempt is made to tax it, tax officials must 
determine the exact nature of the item with relation to the tax law and, if neces- 
sary, defend their interpretation in the courts. So long as there is no popular 
demand for the taxation of a particular item, as is true with OASI benefits, tax 
officials may be inclined to “‘let sleeping dogs lie” since they have plenty of other 
problems to occupy their time. Thus if a tax exemption is once adopted in prac- 
tice, however uncertain its legal or logical foundation may be, it has a good 
chance of continuing indefinitely unless there is a popular demand for its repeal. 

With respect to unemployment compensation benefits the situation is essen- 
tially the same as that affecting OASI benefits. So far as has been found, no state 
makes them taxable by law, while three states— Massachusetts, Minnesota, and 
Virginia—-exempt them by legislative enactment. By formal regulation three 
states—Colorado, Iowa, and Utah—hold them to be taxable while Alabama 
exempts them. Three states—Idaho, Maryland, and North Dakota—tax them 
on the basis of informal rulings while on the same basis eight states hold them 
to be exempt. The net result is that six states tax them while 12 do not. Concern- 
ing the other 13 states the record is not clear, but it is probable that the great 
majority of them do not attempt to collect the tax. In the case of unemployment 
benefits, there is a slightly stronger case for taxing them than is true of OASI 
benefits since the recipient of unemployment benefits has made no contribution 
to the fund out of which they are paid. 

Effects of the Exemption. The question whether Social Security benefits should 
be exempt from the income tax is a complex one, with several weighty con- 
siderations on each side. The unemployment benefits are essentially insurance 
payments and such payments are generally exempt from the income tax. But in 
most cases the person who receives insurance benefits is the same person who 
pays the premiums on the insurance and he is not usually permitted to deduct 
those premiums in computing his income tax. With unemployment compensa- 
tion, the employee receives the benefit payments while the employer pays the 
premiums and deducts them in computing his income tax. 

In a majority of cases the matter probably is not important because the benefit 
payments would be covered by the taxpayer’s personal and family exemptions 
in any event. But in some cases the exemption in effect relieves the taxpayer of 


taxes on income which otherwise would be taxable." 


'! A specific example will show when the exemption becomes significant under given con- 
ditions. Assume that a married man with two children earns $100 per week and uses the 
standard deduction in computing his income tax. Assume that he is unemployed one fourth 
of the year (13 weeks) and draws unemployment compensation at the rate of $25 per week. 
In that case the exemption would be worth approximately $72 to him. Other things remain- 
ing the same, that man would be at the “break-even point” if he earned approximately $69 


per week. 
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Some of the OASI payments are essentially insurance payments in character 
while others are annuity payments. These annuity payments are far more 
generous, in relation to the premiums the beneficiary has paid, than could be 
obtained under a commercial contract. This is partly because the employer pays 
half of the premiums. Under commercial contracts the beneficiary is taxable on 
all annuity payments after he has recovered his premium payments; under Social 
Security he is not taxable on any of the payments he receives except by the three 
states noted above. Again, a majority of these payments would be exempt in 
any case because they would be covered by the beneficiary’s personal and family 
exemptions. It should be remembered, however, that even the top executives 
of a company are covered by OASI and they may have, after retirement, sub- 
stantial incomes from other sources than Social Security. For them the exemption 
is an additional advantage which is added to two other substantial advantages 
which have been given to the aged. 

When a taxpayer or his wife passes the age of 65 the personal exemption of 
$600 doubles. Further, for such a person, medical expenses may be deducted 
beginning with the first dollar of such expenses, instead of waiting until they 
exceed 5 per cent of adjusted gross income. The exemption of Social Security 
payments is, in effect, added to these exemptions and deductions for tax purposes. 

A brief example will show how this might work out in a particular case. Assume, 
first, a man and wife, each aged 62 with no dependents. He earns a salary of 
$350 per month, or $4,200 per year, and has no other income. If he uses the 
standard deduction in computing his taxes, his federal income tax liability would 
be $572.76. Now assume another man and wife, each aged 66, and with no de- 
pendents. He, also, has a total annual income of $4,200, of which $1,530 repre- 
sents social security payments. On the same assumption used above, his taxable 
income would be three dollars, on which the tax would be 67 cents; one visit to 
the doctor during the year would wipe that out. In addition, there would be a 
saving under the state income tax where the state levies such a tax. The question 
for consideration here is whether it was the purpose to make a tax differential 
of about $50 per month between these two couples who receive the same amount 
of income. Stated in another way, the effect of the exemption of Social Security 
payments is to increase the personal exemptions of a man and wife past 65 to a 
total of $2,400 plus any Social Security benefits they receive. 

The above example illustrates the combined effect of the double personal 
exemptions for the aged and the exemption of Social Security payments. The 
effects of the latter alone may be illustrated by comparing the second couple in 
the example above—the one receiving Social Security payments—with another 
couple of the same ages and circumstances and receiving the same income 
($4,200), none of which is exempt. The federal income tax on this latter income 
would be approximately $306 in contrast with practically none on the income 
composed partly of Social Security payments. 

The matter may be examined from another angle. The payments received by 
the beneficiaries are all income except for the (usually) small part which repre- 
sents the contributions made by the beneficiaries. Ultimately, all of those funds 
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came from the income stream. To what extent were they subject to the income 
tax before reaching the beneficiaries? Only that part representing contributions 
made by the beneficiaries has been subject to the tax. The contributions of the 
employers are deductible as business expenses while the interest earned on in- 
vested reserves is not taxable. In this respect the exemption of Social Security 
benefits is equivalent to making tax exempt all the securities held in the Social 
Security reserves."* These now amount to some $26 billion and are estimated 
eventually to go beyond $100 billion. 

In conclusion, there are two major arguments in favor of exempting Social 
Security payments from the income tax. The first is that a large majority of the 
payments would be exempt in any case under the personal exemptions of the 
recipients and the exemption of all benefits saves a great deal of administrative 
work. The second is that it would be difficult to devise a formula which would 
allow recipients to get back their OASI contributions tax free; this would be 
necessary to prevent double taxation of those contributions. This might be done 
roughly by exempting some fixed percentage—probably between 10 and 20 
per cent—of the benefits.” 

On the other side, there are three considerations which weigh against the exemp- 
tion of the benefits. First, with respect to recipients with low incomes, it is 
unnecessary since the payments will be covered by their personal exemptions. 
Second, the exemption of OASI annuity benefits discriminates against those who 
buy annuities under commercial contracts as compared with those who obtain 
annuities through Social Security. Third, for recipients with medium-sized or 
large incomes, the exemption is added to their personal exemptions and results 
in their paying less taxes than others who receive the same amount of income 
from other sources. In the case of recipients over 65 who receive retirement bene- 
fits, the exemption is in addition to personal exemptions which have been 
greatly liberalized for the benefit of the aged. 


2 Conversely, those few states which tax Social Security benefits are, indirectly, taxing 
the interest on federal obligations which they are not permitted to do directly. 

Another alternative would be to allow the employee, before retirement, to deduct his 
OASI contributions in computing his income tax. A few states allow such a deduction now. 
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WAGE STABILIZATION—A REGIONAL EYE VIEW’ 


SANFORD COHEN 
Western Reserve University 


With the termination of wage controls, the time for stock-taking has arrived. 
An evaluation is necessary because in a period that can be characterized neither 
as war nor as peace, the possibility of reinstituted direct wage and price controls 
remains regardless of the disposition of the Defense Production Act of 1950. 
No pretense is made in this paper at an exhaustive critique of wage stabilization 
as practiced since January 1951. What will be attempted here is an analysis 
of selected aspects of policies of the National Wage Stabilization Board as these 
policies worked their ways through the regional stabilization boards and had 
their ultimate impacts on the firm, the labor force, and the local labor market 
area. 

This analysis will be largely critical on the assumption that, in a program 
as ambitious and dynamic as the control of wages, it is precarious to dwell 
overly long on such successes as have been enjoyed. The nature of these successes, 
however, will be identified briefly. Even before the issuance of General Wage 
Regulation Number One—the general freeze order—in January 1951, a condition 
of chaos was beginning to appear in certain labor market sections. This was true 
in those areas where an expanding level of economic activity could not be 
matched by any significant degree of elasticity in labor supply. In the tool and 
die and construction industries particularly, labor shortages had developed and a 
scramble was on for the available labor supply. A combination of board decisions 
and enforcement actions had the effect of reducing the chaos and, while the basic 
problem of manpower shortages remained, there was at least a reasonable degree 
of equity in the allocation of the available labor supply. A second area of success 
centered about the wage problems resulting from the establishment of new 
plants. Relying largely upon hearsay evidence of prevailing wage rates and in 
any event anxious to ensure the hiring of the necessary cadre of skilled workers, 
managements of new plants tended to shoot high in the wage schedules sub- 
mitted pursuant to the reporting requirements of General Wage Regulation 
Number Nine which dealt with the establishment of wage rates and other benefits 
at new firms. In the regional WSB office with which this writer is familiar, the 
Board ordered modifications in approximately 75 per cent of the new plant 
schedules submitted for approval, whereas the combined modification and denial 
rate for all cases including new plants was 19.6 per cent. 

1 A more apt if somewhat cumbersome title would be ‘‘Implications of Selected National 
Wage Stabilization Board Policies as seen from the Vantage Point of a Regional Office.’’ 
Of the many questions that could be discussed under such a title, the writer has expressly 
selected those which he feelsillustrate the most challenging and subtle aspects of the nature 
of control problems. It is also felt that the type of observation that can be made in a regional 
office is different from that possible in a rational office where the concentration must 


necessarily be on the broader problems and where the pressure is such as to allow little time 
for following through on the many implications of decisions rendered. 
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Stabilization was achieved, then, in specific areas; and, incidentally, it is diffi- 
cult to envision how any but the most drastic of indirect controls could have 
coped with these problems. The remainder of this article will be devoted to 
those areas of WSB activity where a reconsideration of Board policy would 
be essential should the inflationary problem become so serious as to warrant a 
“tighter” program. 

A first point for consideration was the tendency by the public members of 
the WSB to underestimate the wage impact of many of their major decisions. 
A number of examples could be cited in this respect, but the most obvious is 
probably the 1952 steel dispute. In the dispute between the United Steel Workers 
of America and the basic steel producers, the National WSB approved a money 
wage increase somewhat in excess of the amount that could have been granted 
under a strict interpretation of the wage regulations. It was alleged at the time 
that this did not set a pattern and that the steel workers were catching up in 
terms of the amounts that other national unions had secured.? No comment is 
intended here on the merits of the steel dispute. The concern is exclusively with 
the assumption that the steel increase could be confined to steel and closely 
related industries. 

WSB resolutions 102 and 103 provided that the recommended increases could 
be placed into effect without prior Board approval by firms in the basic iron and 
steel industries that had customarily granted increases similar to those granted 
by the major producers party to the dispute. Board action on August 25, 1952 
made it possible for many firms in the refractory industry to grant the steel 
adjustments. Finally, a procedure was developed whereby firms not covered by 
Resolutions 102 and 103 and not in the refractory industry but claiming a 
“tandem” relationship to basic steel, could have petitions for the steel adjust- 
ments considered by regional boards on a priority basis. 

Thus, while the possibility of the establishment of a pattern was disclaimed, 
acceptance of the fact that some firms not in the basic steel industry—and not 
necessarily related to steel except in a wage sense—could benefit by the steel 
adjustment, meant that to some extent these adjustments would be generalized 
beyond the steel industry. 

The wage effect of the tandem aspect of the steel decision cannot be deter- 
mined precisely. It is noteworthy, however, that applications for wage and 
fringe benefits based upon a tandem relationship to the steel industry were 
submitted in large numbers in at least one regional office until the end of De- 
cember and that firms submitting such applications ranged from retail dairy 
stores to machine tool shops. Not all such applications received board approval 


although a significant percentage did. 
More important, though, were the wage effects in local labor markets of 


* Case 18-D-C, Report and Recommendations of the Wage Stabilization Board in the 
Matter of the USWA-CIO and the Various Iron and Steel Ore Companies, p. 8. “‘...A 
realistic appraisal of the situation will show that steel is catching up to increases already 
granted .. . in major segments of American industry. The Board’s recommendations there- 
fore do not set a new pattern or start another ‘round’ of increases . . . for industry gener- 


ally.”’ 
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such major WSB decisions as the steel settlement. By mid-1952, many local labor 
markets had settied into a form of wage equilibrium. Pre-freeze wage disparities 
had been resolved to some extent through catch-up formulas based upon cost of 
living changes and through WSB approvals of wage increases based upon inter- 
plant inequities. 

Approval of a new wage increase on an industry basis meant that inter-plant 
wage relationships in local labor areas were often abruptly jarred. Frequently 
the firm or firms granting increases under the terms of a major industry settle- 
ment were the dominant firms in the locality. Other firms in the area attempted 
to follow suit by filing applications for adjustments either immediately or as 
soon as negotiations could be completed. In either case, an additional period 
of one or more months would elapse pending WSB action on the petition.? The 
net result, however; was an eventual overall elevation of the area wage structure. 

In many instances, this did not end the ramifications of the original adjust- 
ment. Establishments are rarely clumped conveniently into easily recognizable 
labor market areas. There are many borderline cases such as the plant located 
15 miles out of town, the plant located midway between City X and City Y, etc. 
Management and union officials at such plants could contend—and often with 
merit—that the new and higher level of wages in the general area that had re- 
sulted from what started out as an industry-wide adjustment had created an 
inequitable situation that needed correction by way of an equivalent wage in- 
crease for their plants. If the argument impressed the regional board, the subse- 
quently approved wage increase, in effect, kept the original industry wage ad- 
justment “alive.” The stage was set for firms somewhat remote from the area 
involved to petition for wage boosts on the basis of an alleged relationship to the 
“borderline” plants. 

The fact, then, that a wage approval originally rested on an industry base 
did not prevent that adjustment from “rolling out’”’ beyond the industry confines. 
This effect of an industry adjustment such as the steel decision developing into 
many area adjustments is inevitable when both the area and the industry wage 
structures are recognized as appropriate bases for wage alignments. In dis- 
claiming the possibility that an industry wage boost would set a pattern, the 
Board was ignoring the bias towards a pattern built into the regulations and 
construing a pattern in a very narrow sense. 

A second group of problems were those growing out of the difficulties of de- 
fining a labor market area. These problems were somewhat allied to those dis- 
cussed above in connection with the industry-area relationship. If industry-wide 
wage adjustments could in instances become area adjustments, it was necessary 
to have a workable conception of the area. Apart from this point, however, a 
working definition of a labor market area was mandatory inasmuch as the wage 
regulations provided for wage approvals beyond cost-of-living increases in order 

* This period—sometimes considerably more than one month in duration—was often 
characterized by disgruntled worker attitude not too allayed by the promise of retroactive 
wage payments following WSB approval. Employer and union official complaints were of a 
similar tenor, ‘‘You can’t explain to the boys in the plant why they aren’t getting their 
money when Company X across the street gave a raise four weeks ago.” 
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to bring a firm’s scale of remuneration up to “prevailing area” levels. In one 
regional office, it was possible to differentiate between the following three labor 
market concepts used in connection with area wage adjustments: (1) A political 
subdivision or a combination of contiguous subdivisions; (2) the area of labor 
mobility; (3) a makeshift concept based upon the character of available data, or 
more accurately, the absence of such data.‘ Generally speaking, the first concept 
was favored in the larger metropolitan areas and the second in the smaller 
cities and rural areas. The third approach was used for the most part in the 
earlier days of the program and was necessary because of an extreme paucity of 
wage data anywhere other than in the major production centers. Ingenuity in 
deriving wage comparisons from such data as were available, rules of thumb, and 
bargaining skill rather than prevailing area wage levels were often the determi- 
nants in Board decisions at this stage of the stabilization program. 

The concept of a labor market area is, of course, a subtle one. Board members 
were not unaware of this fact, and some of the stormiest board sessions centered 
about the question of the appropriate geographical expanse of particular labor 
market areas. In one case, it was necessary for a tri-partite committee of a 
regional board to travel to the plant site and conduct an investigation of the 
boundaries of a labor market area. Use of this procedure was extremely limited, 
however, because of the heavy case load and the constant pressure to reduce 
the size of the case backlog. Faced on the one hand with the necessity of reaching 
decisions and on the other with the lack of data for incisive comprehension 
of the character of many iabor markets within the regions, the boards implicitly 
developed what amounted to conventions in labor market definition. Thus, 
specific areas came to be regarded as labor market areas although, with the 
passage of time and the accumulation of data, there was occasional redefinition 
of such areas. This facilitated the decision making process as it was only neces- 
sary to compare an establishment’s wage rates with survey rates and other wage 
data in what was considered to be an appropriate area. At the same time this 
gave a certain mechanical! character to many board decisions that disregarded 
the nuances attached to particular plant situations and created inequities that 
were often unwound only after the long tortuous processes of appeal.® 

A major problem arising from the use of inconsistent and vaguely defined 


‘Among the major sources of wage data in the recent control program were surveys 
compiled by the Bureau of Labor Statistics, those conducted by chambers of commerce, 
associated industry groups, and private firms such as the Bell Telephone Company and the 
General Electric Company, and occasional labor union surveys. As the program developed, 
petitions for wage adjustments came to be a fruitful source of wage information. In very 
few instances, however, were satiefactory data available for areas outside the larger metro- 
politan centers. Non-governmental surveys were rarely conducted in the smaller centers 
and WSB allotments to the Bureau of Labor Statistics were not sufficiently large to enable 
such areas to be comprehensively surveyed. The statistical situation was such that board 
decisions could be much more precise in the larger metropolitan centers. 

*In an appeal, or more accurately, a petition for review, the parties had to resubmit 
their petition to the regional board. If the board reaffirmed the original denial or modifica- 
tion, the petition was transferred to the Review and Appeals Committee in Washington, 
D. C. This meant a deiay of several months before the final decision was rendered. 
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labor market concepts is the different manpower effects flowing from their use. 
Defining the area on the basis of political subdivisions gives the large city a 
manpower pull in respect to outlying areas during a tight labor market period. 
Employers outside the major production centers frequently complained about 
being used as training centers. Rural residents hired as unskilled labor by such 
employers for the express purpose of being trained stayed only long enough 
to become semi-skilled or skilled operatives and then left to take advantage of 
the higher wage scales in the larger urban centers. The complaints were par- 
ticularly bitter when such job shifts were possible without equivalent shifts in 
residence. 

The mention of manpower flow leads directly to the last point to be developed 
here. The World War II and the recently terminated wage stabilization programs 
have established precedents as to the relationship between wage control and 
manpower utilization. One writer describes the most striking feature of World 
War II wage and manpower controls as the almost complete lack of coordination 
between them until the closing months of the war.’ Apart from outlining the 
procedure to be followed for a wage application based upon a manpower prob- 
lem,’ the recent wage control program was characterized by the absence of any 
manpower philosophy of a positive nature. Employers and union officials, inci- 
dentally, were quick to learn that it was expeditious to base a petition upon 
something other than a manpower claim alone. 

So long as there is adequate labor supply, wage stabilization can be satis- 
factorily based upon criteria other than manpower problems. With the tightening 
of labor supply, however, wage decisions very often are manpower decisions. 
For a wage stabilization board to ignore this fact can mean that the consequences 
of its actions create as many problems for the economy as they resolve. 

A dilemma results from the fact that the best interests of manpower utili- 
zation during a defense program are not inherently the best interests of wage 
stabilization. The urban-rural wage relationship illustrates this problem. Histori- 
cally, urban wage rates have been higher than rural rates. During the past 
few years, there has been some tendency for corporations to locate new plants 
in rural areas. For a wage stabilization program to insist that the historical 
differential be maintained means that these plants are precluded from attracting 
the necessary skilled workers. Inasmuch as the essential skills are oftentimes 
not to be found among the local labor force, the policies of stabilization are 
biased against plant location outside the high wage areas. This is a fact of 
fundamental importance, and the significant aspect is that it is not a result of 
conscious policy but is a consequence of regulations developed for the end 
purpose of stabilizing wages. 

Many wage applications from the less heavily industralized areas requested 
approval of rates that were higher than those in the industrial centers. One 
example is that of a large corporation in the synthetic chemical industry that 

* Problems and Policies of Dispute Settlement and Wage Stabilization During World 


War 2, Bulletin 1009, U. 8. Department of Labor, p. 223. 
7 See General Wage Regulation 6, Section 5. 
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located a new plant in a remote area about 50 miles from a major production 
center. There were no comparable facilities in the area and it was not possible 
to recruit labor for skilled job classifications from the local labor force. The com- 
pany contended that it needed a differential of seven cents per hour above the 
rates in the major production center in order to induce workers to migrate to 
an area with poor housing, small understaffed schools, few recreational facilities, 
ete. On the basis of the wage regulations such arguments could not be accepted 
as justifications for the rates requested and the differential was not allowed. 

A coupling of wage and manpower controls would not automatically resolve 
such dilemmas. A stronger consideration of the manpower effects of wage de- 
cisions, however, could enhance the possibility of compromising the conflicts 
between the two as they arise. It is interesting to note, parenthetically, that on 
both board and staff levels, WSB personnel were primarily experienced in wage 
rather than manpower matters. 

The points discussed above suggest the following conclusions: 

1. A much more careful appraisal is needed of the reiationship between 
industry and area wage structures. It is not enough for wage regulations to 
specify that wage adjustments may be based upon either the appropriate industry 
or area standards. At the very least there must be recognition of the fact that 
area wage structures are not unaffected by major industry settlements. Evidence 
of a partial recognition was the issuance of General Wage Regulation 10 dealing 
with tandem wage adjustments. The tandem regulation, however, did not deal 
with the more subtle relationships. From an equity standpoint, it is essential that 
interplant wage relationships within an area that are upset by a major industry 
decision be restored as expeditiously as possible. This is especially necessary 
when the inter-industry mix within an area is such that skills and experiences 
are easily transferable industry-wise. 

2. More sophisticated insights into the characteristics of local labor markets 
are essential. These require good wage data and knowledge of the industry 
structures within areas as well as the patterns of labor mobility. Too much of 
the data relied upon were haphazard and lacked precision. Wage stabilization 
that does not rest upon adequate data becomes a process of groping in the dark. 
Local labor markets should be defined consistently and the definition should be 
based upon the economic realities of the local area. The Bureau of the Census 
concept of a standard metropolitan area is a type of labor market definition 
although it would have certain drawbacks from the standpoint of wage stabili- 
zation. Nevertheless, it is suggestive of an approach that might be followed. 

3. While it is not likely that any wage stabilization program in the United 
States will be administratively coupled with a program of manpower control in 
the absence of a very extreme emergency, it is necessary that there be greater 
consideration of the manpower effects of wage decisions. As a very minimum in 
this respect, manpower experts should be retained on the staff level to serve in 
advisory capacities. In a tight labor market, very few wage decisions will fail to 
have some effect on manpower flow. Ignoring this factor is in a sense a luxury 
that can be afforded only when there is sufficient labor supply and when the 
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nature of the emergency that calls for wage controls is such that a less than 
ideal allocation of manpower will have no disastrous consequences. 

At best the problem of stabilizing wages is difficult, complex, and oftentimes 
frustrating. The situations that call for wage and price controls are not such 
as to allow for a careful and scholarly program to be leisurely developed. It is 
trying enough to develop the broad framework of controls, let alone to consider 
the many subtleties attached to controlling something as complex as the totality 
of wages. In this respect, it is an advantage for the nation to have had two 
recent and distinct experiences in wage control. Should the necessity for controls 
arise again, an appraisal of the successes and shortcomings in these experiences 
would be essential and invaluable in any attempt to achieve the twin goals of 
stabilization and equity. 
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INVESTMENT IN BELGIUM IN THE POST-WAR PERIOD 
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I. INTRODUCTION 


Beginning with the monetary reform of October 1944, the maintenance of 
sound money has been the keystone of economic policy in Belgium. The repercus- 
sions of this policy have been felt in all phases of the economic life of Belgium, 
and particularly in the level and direction of investment. In general, Belgium is 
a producer of capital goods, both for domestic use and for export, and of semi- 
finished goods with a relatively high elasticity of demand, also for domestic use 
and export. One-third of the national income is directly dependent on foreign 
trade. Therefore, the Belgian economy is particularly vulnerable to changes in 
the general level of economic activity in the world at large, and to import re- 
strictions arising as a result of payments difficulties of its major trading partners. 
The following pages are an attempt to outline the economic policy of post-war 
Belgium, with its effects on investment. 


IJ. FINANCIAL POLICY 


Even before World War II, Belgium was faced with the necessity of raising 
the level of efficiency of existing plants by modernization and replacement. Dur- 
ing the inter-war period, investment incentives had been reduced because of the 
fall in demand during the world depression and by two devaluations of the cur- 
rency. During the German occupation of the Second World War, the industrial 
plant suffered from both inadequate replacement and sabotage. Another factor 
emphasizing the need for increased investment is that Belgium changed from a 
country of relatively cheap labor in the pre-war period to relatively high cost 
labor in the post-war period, and indications are that this situation will con- 
tinue in the foreseeable future. 

In spite of the apparent need for a high level of investment, the Belgian 
Government has followed a policy which has restricted investment. The Govern- 
ment has chosen to maintain stable money and a relatively high level of con- 
sumption in the immediate post-war period, believing that such a choice would 
lead to the maximum social, political, and economic stability. The Government 
considered that the economy could not sustain both a high level of consumption 
and a high level of investment, without ieading to uncontrollable inflation and 


an even larger balance of payments deficit. 
In spite of this restrictive policy, investment increased substantially in 1946 


* The author is a Foreign Service Officer. When this paper was prepared, he was on loan 
to the MSA Mission in Belgium. However, the views stated are exclusively his personal 
views and are not to be attributed to any department or agency by which he has been em- 


ployed. 
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and 1947, particularly in the private sector of the economy. Belgian industrialists 
in general felt that they had to modernize and re-equip their factories in order 
to compete on foreign markets. The main emphasis during this period was 
upon replacement and improvement of existing capacity, not upon a fundamental 
change in the industrial structure of the economy. Investment in existing in- 
dustries was encouraged by governmental tax policy. Undistributed profits were 
taxed at a maximum of 38 per cent as compared to a maximum of 45 per cent on 
distributed profits. Firms were allowed to revalue their fixed assets at 250 per 
cent of their 1939 value, and the accounting surplus created by this revaluation 
was not subject to taxation. Therefore, existing firms were encouraged to expand 
by the plowing back of profits. The Belgian Government did not try to control 
the amount of investment in the private sector of the economy, except by general 
fiscal and credit controls whose principal aim was the maintenance of monetary 
stability. 

The principal method used to maintain monetary stability has been the 
“orthodox” one of manipulation of the rediscount rate by the National Bank. 
Certain other “orthodox” methods have been used to support and strengthen the 
rediscount policy,—changes in eligibility of paper for rediscount, changes in 
reserve requirements, etc.—but these have been less important than the change 
in the rediscount rate. However, governmental fiscal policy has also been directed 
toward maintenance of monetary stability. The budget has been financed almost 
entirely from taxation and non-inflationary borrowing. Particularly, govern- 
mental borrowing from the central bank has added little, if any, inflationary 
pressure, since a limit of 10 billion francs of central bank advances to the Govern- 
ment has been rigidly maintained. 

The public authorities in Belgium have had the power to control the internal 
financial situation in Belgium, and they have used this power. The authorities 
have had the power not only to restrict the over-all volume of credit but also to 
place stricter controls over certain sectors which they feel are most strongly 
menaced by inflation. On the other hand, exceptions can be made for sectors 
which the authorities feel are deserving of such exceptions. 

As stated above, the rediscount rate has been the principal tool used by the 
public authorities in their control of the volume of credit. This tool has been 
made more effective because of the high reserve requirements; commercial banks 
must maintain reserves of Government Treasury certificates or cash equal to 
50-65 per cent of their deposit liabilities, the percentage depending on the size 
and location of the particular bank. In order to gain additional reserves, the 
bank must rediscount their holdings of paper with the National Bank. Almost as 
effective, however, as the change in the rediscount rate is the power of the 
National Bank to place a general ceiling on commercial credit and to give 
“advice” to the commercial banks as to the types of borrowers to be given prefer- 
ence or discouraged. In addition, an increase in the rediscount rate has had a 
very important psychological effect in Belgium, for it has come to imply a general 
restriction in credit through the medium of the whole complex of credit controls 
operated by the National Bank. 
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There have been two distinct periods of inflationary pressure in Belgium 
during the post-war period. The first of these, caused by accumulated wartime 
shortages, continued from the end of the war until 1948. The second began in the 
last half of 1950 following Korea, and although there has been some easing of the 
inflationary pressure in recent months, the threat of inflation still definitely 
exists as of August 1952. The action of the Belgian Government in its control 
of credit has been in response to the changes in inflationary pressure. During 
the period of expanding external credits in 1947, the rediscount rate was in- 
creased. In 1948, the rediscount rate was reduced to 3.50 per cent, and eligibility 
criteria eased. Again, in September 1949, the rediscount rate was lowered to 3.25 
per cent, followed in October by a slight relaxation of commercial bank reserve 
requirements and the giving of permission to the commercial banks to hold 
medium term government securities as well as short term treasury certificates 
against these deposits. Because of the inflationary pressures in late 1950 following 
Korea the rediscount rate was increased from 3.25 per cent to 3.75 per cent. In 
December, the rediscount rate on export paper, which had been lower than other 
commercial paper, was also raised to 3.75 per cent. Credit to importers for the 
purchase of forward exchange was reduced, and the regulations regarding eligi- 
bility of commercial paper for rediscount were stiffened. The National Bank 
adopted a policy of refusing to rediscount paper having more than thirty days to 
run, except in circumstances where longer maturities were justified, and thus 
cut down one source of speculative private credit. Quantitative limits were placed 
on the rediscounts which each private bank could make at the National Bank. 
Commercial banks were warned to reduce the amount of consumer credit out- 
standing. In July 1951, after the inflationary pressures subsided somewhat, the 
rediscount rate was decreased to 3.5 per cent, and again to 3.25 per cent in Sep- 
tember 1951. Other restrictive policies were likewise loosened. 

In short, in periods of inflationary pressure, the policy of the Belgian Govern- 
ment has been dominated by the aim of bringing the internal price rise to a stop, 
and has used credit policy as a restraining influence.' During such periods, an 
attempt has been made to limit over-all demand, particularly that part which 
would have been fed by inflationary credit creation. 


Ill. EFFECTS OF CREDIT LIMITATION 

As a result of the financial policy pursued, there has been no large increase 
in bank credit and money supply in recent years. In fact, at times during the 
post-war period, it is doubtful if the supply of bank credit and money has in- 
creased sufficiently to meet legitimate demands. 

As stated above, the Government decided to allow rather liberal consumption 
levels in the post-war period. Except for the immediate post-war period, the 
Government has made only slight use of rationing, subsidies, or price control 
in order to control the amount and kinds of consumption, and has not instituted 
changes in the tax structure large enough to cause a significant change in the 
consumption level or pattern. Consumption, therefore, has increased in each of 


'OEEC “Financial Stability and the Fight Against Inflation,” Paris, 1951, p. 44. 
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the post-war years, with the possible exception of late 1949 and early 1950, and 
this set-back to consumption ‘vas due to a general reduction in economic ac- 
tivity. A recent Belgian study’? shows that in 1949 in comparison to pre-war 
workers were spending a much smaller percentage of their income on food and 
other necessities of life, and a larger percentage on books, movies, travel, and 
other forms of entertainment. 

In recent years, the money supply* has remained fairly constant. The total 
money supply at the end of 1950 and at the end of the first half of 1951 was ap- 
proximately 155 billion frances. By the end of 1951 the money supply had in- 
creased to approximately 165 billion francs, and has since remained at that level. 
In the early part of the year 1951 the fiscal operations of the Government tended 
to increase the quantity of money, but this was compensated by the deflationary 
effect of a balance of payments deficit. Beginning in late 1951 the inflationary 
effect of a balance of payments surplus was offset to a large extent by the govern- 
mental policy of internal credit restriction. Given the fact that there were very 
few direct controls on consumption, this restriction of internal credit resulted 
in a lower amount devoted to investment than would otherwise have been the 
case. In other words, both consumption and the foreign balance increased at the 
expense of investment. 

Usually the restrictive credit policy restored balance of payments equilibrium. 
However, it is doubtful that one country in Western Europe, especially a small 
country like Belgium which is so dependent upon trade with its neighbors, could 
by the use of indirect controls long maintain internal financial stability in the 
face of inflationary conditions in the countries around it. In fact, Belgium has at 
times been forced to institute measures of direct controls, and at other times the 
situation has been prevented from getting entirely out of hand by a series of 
fortuitous circumstances, such as American “‘conditional’” aid and the institution 
of EPU. 

In late 1951 and early 1952, Belgium had a large balance of payments surplus 
(approximately 9 billion frances in 1951). Belgium had an even larger surplus in 
Europe, since Belgium continued to have a substantial dollar deficit and was 
approximately in balance with the rest of the world. During this time, Belgium 
extended credit to other countries of some 20 billion francs—a sum equal to 40 
per cent of annual national savings and 7.5 per cent of national income. Such an 
extension of credit occurred at a time when other factors would have made an 
expanded internal investment program useful and at a time when in view of 
increased internal saving investment could have been undertaken more easily, 
if the extension of foreign credit had not placed such a strain on the financial 
resources of the country. In other words, Belgian savings were being ‘‘invested”’ 
in other countries. 


2G. Jacquemyns, ‘‘Mode de Vie des Ouvriers, 1948-49,’’ Institut Universitaire d’In- 
formation Social et Economique, Brussels, 1951. 

* Defined as currency, bank demand deposits and deposits in the postal checking system. 

‘ Dollar aid given to Belgium by the United States ‘‘on condition” that Begium give an 
equivalent amount of Belgian francs to other European countries. 
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IV. AMOUNT AND SOURCE OF INVESTMENT FUNDS 


If these savings had been, or could have been, retained in Belgium they could 
have been used for investment* in Belgium in either the public or private sector. 
However, given the Government’s policy of avoiding adding to inflationary pres- 
sures by its fiscal operations, public investment has usually been reduced in 
periods of high economic activity. In general, it has been the practice of the 
Belgian Government to finance its ordinary budget from taxation and its extra- 
ordinary budget from borrowing. Usually this borrowing has been limited to the 
amount of personal and institutional savings which the Government could 
mobilize through the flotation of loans on the Belgian capital market, and in 
terms of inflationary pressure such borrowing is kept at a relatively low level 
in order to compete as little as possible with private investment demands and 
in order not to add to inflationary pressures. 

Because of this desire to avoid adding to inflationary pressures, necessary 
public works have frequently been postponed, leading to a deficiency in the 
repair, maintenance, and construction of canals, roads, and railways, which are 
state-owned. In addition, the Government has held back on its investment 
program so that a public works program could be launched in times of reduced 
economic activity in order to fight unemployment. In Belgium, economic activity 
did decline in 1948 and remained in a relatively depressed state at the beginning 
of 1949. As a result, the Government in its effort to solve what was considered to 
be a cyclical unemployment problem launched a public works program in 1949, 
calling for a doubling of the extraordinary budget from 7.5 billion franes in 
1948 to 15 billion franes in 1949. This program was continued in 1950, with an 
additional increase in the extraordinary budget to a level of 20 per cent above 
the level of 1949. 

However, actual construction work and actual payments for such work under 
these budgets started off rather slowly. At least one Belgian observer* has con- 
tended that the public works program was too little and too late. Kirschen 
pointed ‘out that funds for the public works program were secured from the 
domestic capital market in Belgium, and therefore reduced the funds available 
for private investment. (As is pointed out above, only non-inflationary borrowing 
is used to finance the extraordinary budget, including the public works program.) 
He continued that what was needed was an increase in total demand, since the 
pent-up demand resulting from the war-induced shortages had been filled, and 
not been replaced by exports or by increased investment. 

During the first half of 1950, the public investment program which had been 
put into effect in 1949 as a part of the fight against recession began to go forward 


* Throughout this paper, investment is used in the sense of ‘‘gross’’ investment. The 
Belgian Government defines investment as all expenditures (acquisition of material, con- 
struction of buildings, public works) which become part of the fixed assets of a firm or an 
organization. Ministere des Affaires Economique et des Classes Moyennes, ‘‘L’Economie 
Belge en 1949,’’ Brussels, 1950, p. 151. 

* £. 8. Kirschen, ‘‘La Deflation Belge de 1948 a 1950,”’ Industrie, Revue de la Federation 
des Industries Belges, Brussels, April, 1951. 
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on a rather extensive scale, particularly public works and public assistance in 
the construction of private dwellings. However, after the invasion of South 
Korea in June 1950, the public investment program was cut back in order to 
allow the extraordinary expansion of consumption, to allow the stocking of raw 
materials through imports made by the private sector of the economy, and to 
permit the Government to use its available financial resources for rearmament.’ 
The extraordinary budget of the Belgian Government for the year 1950, which 
includes the funds provided for the investment program, was reduced in late 
1950 from 18.2 to 14.7 billion francs. The plans for the budget for 1951, which 
were already in an advanced stage, would have called for an extraordinary 
budget of 16.3 billions, but the Belgian Government decided to make consider- 
able reductions in proposed civilian expenditures. Among the sectors which 
were reduced were materials and construction, railroads, and central government 
grants to local authorities. In comparison with the unrevised budget of 1950, 
these reductions in the 1951 budget reduced public investment expenditures by 
3.7 billion franes.* Therefore, just at the time when the economic and financial 
situation of the country has allowed the Government to start its public works 
program, international events forced a reduction in the expenditures for public 
works. 

Expenditures under the ordinary budget have fluctuated between 60 and 70 
billion francs in the last five years—62 billions in 1948, 71 billions in 1949, 63 
billions in 1950, 68 billions in 1951, and 70 billions in 1952. On the other hand, 
expenditures under the extraordinary budget have risen from 17 billions in 1948 
to 21 billions in 1949, 20 billions in 1950, 21 billions in 1951, and 23 billions in 
1952. The extraordinary budget includes expenditures for public investment and 
expenditures by the Belgian Defense Ministry for increasing armament. The 
latter increased from 1.6 billions in 1950 to 5.5 billions in 1951 and to 10 billions 
in 1952. The above figures are another indication of the reduction in civilian 
investment, since the extraordinary defense budget showed greater increases than 
the total extraordinary budget. 

One result of this policy of the Government in altering its investment program 
in response to over-all economic conditions is that the percentage of public 
investment to total investment has changed from year to year. In 1948 and 1949, 
public investment was approximately 30 per cent of total investment. The per- 
centage increased to 34 per cent in 1950. Preliminary indications are that the 
proportion of public investment was reduced to 31 per cent in 1951. 

However, the influence of the Belgian Government upon investment in Belgium 
has been greater than would be indicated by the fact that approximately one- 
third of the investment is direct governmental investment. It has already been 
indicated that in pursuing a policy of monetary stability, the Government had 
ruled out inflationary financing of investment. The Government had not used 


7 Ministere des Affaires Economiques et des Classes Moyennes, ‘‘Sixieme Rapport Relatif 
au Probleme des Investissements, Annee 1950,’’ Brussels, 1951, p. 4. 

* Institut des Relations Internationales, ‘‘Les Aspects Economiques du Rearmament,”’ 
Brussels, 1951, p. 145. 
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deficit financing to carry forward its own investment program, but had limited 
its investment program to the amount of savings of individuals and firms which 
it was able to borrow. In this way, the Government had competed with the 
private sector for available investment funds, at the same time that it was 
pursuing a policy of limiting the amount of such investment funds to an amount 
equal to anticipated domestic savings and foreign borrowing. 

In Belgium, as in many other countries, the role of the capital market in 
providing funds for investment has been decreased, and the state has become the 
principal mobilizer of capital.’ It is true that in Belgium the domestic capital 
market furnished 35 per cent of total investment funds in 1947, 27 per cent in 
1948, 34.7 per cent in 1949, and 21.5 per cent in 1950. However, over 75 per cent 
of the funds furnished by the domestic capital market passed through state credit 
institutions on their way to state and private investors. The state credit institu- 
tions floated fixed yield bonds to secure funds which in turn were loaned to 
investors. Of the funds which private investors received from floating bonds on 
the Belgian market, approximately 80 per cent were received from public credit 
institutions. The amount of funds that has been passed on to the private sector 
of the economy has been determined by the demands of the state for its invest- 
ment program, and in turn the opportunity to expand investment in the private 
sector of the economy has been determined by the amount of credit made avail- 
able by these public credit institutions and by the amount of profits that can be 
plowed back, i.e., auto-financing."” 

In fact, auto-financing has played an important and increasing role in the pro- 
vision of investment funds in Belgium. In the period 1947-1949, approximately 
one-half of investment was financed by amortization funds and by the retention 
of profits. The proportion of auto-financing had risen to 70 per cent in 1950. In 
certain industries the percentage was even greater, e.g., in iron and steel ingot 
production works, amortization funds have furnished 90 per cent of total invest- 
ment. Auto-financing also permitted increased investment in small industries, 
crafts, and small trading establishments, due to increased profits in these lines. 

This practice of auto-financing tends to restrict the mobility of capital, since 
funds are retained in the industry where they occur. In fact, this may have 
been one of the goals of the Government in its encouragement of auto-financing. 
As pointed out earlier, such encouragement was given in 1947 by reducing the tax 
rate on company profits and by applying lower rates of taxes on undistributed 
than distributed profits. The Government felt that the principal problem was 
one of modernization in order to reduce costs, not of an increase of capacity in 
existing lines nor of a substantial development of investment in new lines." 

The policy of the Government has shifted somewhat, partially as a result of 
extensive modernization in many of the Belgian industries and partially because 
of an increased realization in Belgium that the unemployment problem is struc- 

* “Sixieme Rapport,” op. cit., p. 40. 


'° “Les Aspects Economiques du Rearmament,” op. cit., p. 71. 
“L,’Economie Belge en 1949,” op. cit., p. 152. 
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tural rather than cyclical and that the only way to solve this problem, given 
existing circumstances, is increased investment in new lines of industry. 

Throughout the post-war period, the Belgian Government has given some en- 
couragement to the establishing of new industries in Belgium, in the form of 
guaranties by public credit institutions of loans made to such new industries. 
The total of such guaranties was relatively small, since the Government has 
maintained that it has no intention of substituting Covernment initiative for 
private initiative. 

In mid-1952, the Belgian Government announced a program for giving addi- 
tional incentives to investment, but still with the announced intention of not 
attempting to substitute governmental initiative for private initiative. The 
guaranty system will be extended, giving special attention to small producers 
and giving subsidies to reduce the interest rate. Tax concessions will be given 
to new enterprises and to the extension of existing enterprises in regions of un- 
employment. A government investment organization will be set up and em- 
powered to purchase shares of stock in new enterprises up to 49 per cent of the 
total stock. The initial working fund, however, is limited to the very small 
amount of 100 million francs. Additional funds will be secured from loans floated 
by the Government on the domestic capital market. As shown above, these loans 
will compete with other investment needs for the available funds. 

Most of these measures are permissive, and whether or not they are successful 
in increasing total investment will depend upon future developments, since the 
Government is pursuing a policy of attempting to limit total demand. Large 
increases in investment would require considerable increases in available funds, 
which could come only with the permission of the Government, considering the 
Government’s policy of strict limitation of credit and the fact that the Govern- 
ment itself has such a predominant influence in the domestic capital market. 


Vv. CONCLUSION 


The above discussion shows the problems involved in maintaining balance of 
payments equilibrium by the use of indirect controls on credit and of maintaining 
an adequate level of investment. Up to the present time, the Belgian Govern- 
ment has considered that maintenance of balance of payments equilibrium by 
the use of indirect internal controls on credit has been the most important. The 
indirect controls which have been used have been few in number, but drastic 
in application. 

It might have been that more investment could have been secured by allowing 
some measure of inflationary financing of investment and instituting direct 
controls on imports. However, this might also have given rise to increases in 
internal demand leading to increases in lines of investment which could not meet 
outside competition, if and when the direct import controls were removed. This 
part of investment would have been wasted, so that the result might have been 
that the net amount of “useful” investment would not have been increased. 
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COMMUNICATION 
DID COLONIAL FARMERS “WASTE” OUR LAND? 


It is perhaps inevitable that many concepts—such as the “safety-value” 
hypothesis of Frederick Jackson Turner’s disciples or the “industrial revolution” 
as depicted by Arnold Toynbee and J. L. and Barbara Hammond—have 
been uncritically accepted for so long that they have become imbedded in our 
academic folklore and textbooks. Once they become so imbedded, it is extremely 
difficult to extirpate or modify them even after critical examination or subsequent 
research has demonstrated the need to do so. The generally held opinion that 
the so-called “land butchery” practiced by the American farmer during colonial 
and pre-Civil War years was “wasteful” of our land and timber resources falls, 
I believe, into this category of misconceptions.’ It seems a sounder view that 
“land butchery” was not necessarily wasteful either from the viewpoint of 
contemporaries or from the viewpoint of citizens living today. 

The position usually taken by economic historians may be paraphrased 
somewhat as follows. Since land and other natural resources were abundant in 
this country relative to supplies of labor and capital, the farmer used large 
amounts of land and economized in his use of capital and labor. He did not 
even employ the best agricultural techniques known to Western Europe of his 
day. Instead, he exploited or mined the soil because he could thereby get a 


higher rate of return on his capital and labor and because there was nearly 


1 [ have discussed this question with many of my graduate students and especially with 
my colleagues Armen A. Alchian, Paul T. Homan, and William J. J. Smith; and their ideas 
and criticisms have proved very helpful in crystallizing my own views. 

2 Some time ago, as a matter of idle curiosity, I hastily scanned a number of recent text- 
books in American economic history in order to see how many of them held this opinion. 
Among those who clearly did were Arthur C. Bining, The Rise of American Economic Life 
(Scribner’s: New York, 1949), p. 55; E. L. Bogart and Donald L. Kemmerer, Economic His- 
tory of the American People (Longmans, Green: 2nd ed., New York, 1949), pp. 27, 52, 228, 
246; Harold U. Faulkner, American Economic History (Harper: 6th ed., New York, 1949), 
pp. 58, 62, 204; Edward C. Kirkland, A History of American Economic Life (Appleton-Cen 
tury-Crofts: 3rd ed., New York, 1951), p. 148; Reginald C. McGrane, The Economic Develop- 
ment of the American Nation (Ginn: rev. ed., Boston, 1950), p. 31; Broadus and Louise P. 
Mitchell, American Economic History (Houghton Mifflin: Boston, 1947), p. 91. Two other 
authors were a little more cautious in their statements than were most of the foregoing ones. 
George Soule in his Economic Forces in American History (William Sloane Associates: New 
York, 1952), p. 72, wrote that “from the point of view of future generations depletion of the 
soil was wasteful, but it served the immediate interests of individual farmers at the time.’”’ 
Chester W. Wright said that “extensive methods of cultivation were aggravated by slavery; 
they rapidly depleted the soil’s fertility and led to the abandonment and waste of much 
land’”’ (Economic History of the United States [McGraw-Hill: 2nd ed., New York, 1947], 
p. 306). I could find no similar “‘offending’”’ statements in four texts: James A. Barnes, 
Wealth of the American People (Prentice-Hall: New York, 1949); John R. Craf, Economic 
Development of the United States (McGraw-Hill: New York, 1952); Fred A. Shannon, 
America’s Economic Growth (Macmillan: 3rd ed., New York, 1951); and Harold F. William- 
son, ed., The Growth of the American Economy (Prentice-Hall; 2nd ed., New York, 1951). 
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always other virgin, fertile land he could turn to after his original acres had been 
“used up.” Since land and capital were relatively scarce in Europe and labor 
was relatively abundant, it was not at all surprising that several European 
travelers in this country were appalled at the practices which they observed 
among farmers and which they unhesitantly described as “‘wasteful.’”’ Many 
modern economic historians have agreed with them. The more cautious ones 
today, while admitting that land utilization during colonial and early nineteenth- 
century times was perhaps in conformity with sound economic principles of 
resource allocation in the short run, nevertheless, concede that it proved wasteful 
in the long run or, at least, as far as the present generation is concerned. They 
would blame the colonists only for being too short-sighted. 

Just what is meant by “wasteful” or “uneconomic” land use? As most 
economists use the term, “waste” involves using productive resources to produce 
certain items which have less value than other items which could have been 
produced by the same resources. It is a familiar principle in economics that, in 
order to minimize waste, any relatively scarce resource should be economized 
or sparingly employed because its opportunity cost is high, whereas any rela- 
tively abundant resource should be used less stintedly because its opportunity 
cost is low. Considerable waste will certainly exist if the allocation of resources 
conforms to the contrary rule of husbanding carefully the relatively abundant 
factors and employing recklessly those that are relatively scarce. Since labor 
and capital during colonial times were relatively much scarcer than land, one 
must conclude that the colonists were acting economically and, in fact, mini- 
mizing waste when they used very little labor and capital on each acre of their 
land. Had they adopted the farming practices of their contemporaries in Europe, 
they then would have been guilty of the economic crime frequently charged 
against them. 

One result of their using a little capital and labor in farming a large amount 
of land, however, was the depletion of the soil. A modern critic of colonial agri- 
culture may try to justify his charge of wasteful production by pointing out how 
valuable the land along the eastern seaboard would be today if it had not been 
robbed of its fertility. It does not seem reasonable that a careful economist of 
that day could have labeled a particular pattern of resource allocation “‘efficient”’ 
and an equally careful economist of a subsequent generation, even when gifted 
with hindsight, could criticize the same allocation as having been “wasteful.” 
Surely the same action can not be described as “efficient” by one person and 
“inefficient”’ by another if they both employ the same criterion of efficiency. 

The question posed by the modern critic of colonial agriculture is best stated 
is. this way: Are the American people today economically better off or worse off 
than they would have been if their early ancestors had “conserved” the country’s 
natural resources? In other words, would our economy today have a greater or 
a smaller productive capacity? The correct line of reasoning appears to be that 
the quantity and quality of our present labor and capital supplies would have 
been diminished if our ancestors had attempted to pass along a more ample 
supply of natural resources. By “using up” the land the net national income 
during colonial times was considerably greater than it otherwise would have 
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been. The larger the net national income, the higher the possible and also 
probable rate of saving and investment and the more rapid the increase in the 
quantity and quality of the labor supply. If, of course, the extra income obtained 
by truly exploiting the land had all been used by the farmers to raise their im- 
mediate standard of living, present generations would undeniably have been the 
losers. Few historians, conversant with the colonists’ attitudes and modes of 
work and propensity to save and invest, would seriously argue that this was 
what actually happened in most cases. Since the first increments to any economy’s 
capital supply involve the greatest sacrifice, | myself am convinced that capital 
accumulation would have proceeded much more slowly than it actually did if 
the net national income during colonial times had been reduced below its already 
low level through efforts to maximize the yield per acre. ; 

One may approach the problem of conservation in another way. In so far as 
economic waste is accepted as a criterion for resolving the problem, the present 
value obtained by exploiting the resource or using it up in some short period 
must be compared not with the future value of the resource if it is conserved 
but with the present or discounted value of its worth in the future. This is true 
from society’s as well as from the individual’s economic point of view. 

To illustrate, let us consider a farmer who, in 1790, was seriously weighing 
the desirability of using up his section of land through exploitative cultivation 
as against farming it in a manner which would maintain the soil’s original 
productivity. Acting rationally, he would base his decision on the revenue to be 
realized by using the land up completely—let us say, in order to make the 
illustration as simple as possible, within one year—as compared with the dis- 
counted value of the unimpaired land at some future date. Suppose he knew 
from the experience of his neighbors that, if he adopted the first course, he 
could increase his revenue for that year by $1,000 over and above what he could 
realize from farming it in such a way as to conserve its original fertility. If the 
discount rate in 1790 were 5 per cent, and if he knew that the land in 1950, 
say, would be worth approximately $2,456,000, he would be on the margin of 
indifference whether to conserve it or use it up. If through omniscience he knew 
that the 1950 value would be less than this sum, he would conclude that it would 
not be to his economic advantage to conserve the soil. If the discount rate in 
1790 were 10 per cent (which probably would be a more realistic figure than 5 
per cent because of the scarcity of capital and its consequent high marginal 
productivity at that time), he would have to know that the land would be 
worth more than $4,195,900,000 in 1950 to justify conservation. An ordinary 
section of fertile land in North Carolina today is worth a lot less than this; 
and its value would be even less if conservation in the eighteenth century had 
increased the present supply of such land. If the farmer took the value of the 
produce from the land around 1790 and the discounted values of the expected 
yields each year from 1791 through 1950, he would have arrived at similar 
comparisons—provided, of course, that 1790 and 1950 were not abnormal years 

since the value of any asset in a competitive price market depends upon its 
expected value yield. Hence, it probably was to the individual’s advantage in 
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1790 and to the advantage of those Americans living in 1950 that most farmers 
in the eighteenth century disinvested the “capital” latent in their land and 
invested it in other assets which had greater value and yielded far greater 
returns over the years. 

Conservation becomes a much more complicated problem if one introduces 
uncertainty (arising, for example, from changes in the price level, technological 
improvements, changes in the supplies of substitutable and complementary 
resources, and shifts in consumer demands). Individuals will respond to un- 
certainty in different ways and so will society at different stages in its own 
economic development. Furthermore, it may be possible to conceive of a clash 
of interest because of differences in an individual’s reaction to uncertainty and 
of society's reaction to the same uncertainty. 

I do not deny that at some time or other there could have been waste in the 
use of our natural resources. Waste existed if an individual or society ever 
elected to exploit the land in order to realize an immediate return which was 
known to be smaller than its future worth discounted at the then-prevailing 
rate of interest, with due allowance for all kinds of uncertainty. Under such 
circumstances, conservation may be economically sound. If the discount rate in 
1790 reflected, in part, a time preference which we today may consider un- 
warranted, there may have been some basis for restraining the rate of exploita- 
tion, but the basis could not have been that the rate of exploitation was 
economically wasteful. If an individual in 1790 differed in his estimation of the 
present and future values of his land from the estimations set by the competitive 
price system in that year and hence elected to use his land wastefully, there 
would have been no justification for formally constraining him because the 
competitive price system would have done just this. 

I must, however, end this brief note with two precautionary observations. 
First, conservation usually involves other criteria than just the one of economic 
advantage, and society may give them preponderant weight. If so, society may 
be justified, within its scale of moral values, to conserve its natural resources 
whether the rule of economic waste demands or condemns it. Second, many 
economists will seriously question whether the rate of interest serves adequately 
as a guide or common denominator for comparing the utilities of one generation 
with those of another. The problem of inter-personal utility comparisons is 
indeed thorny, and some theorists will maintain that prices and the free market 
mechanism do not provide an adequate technique for dealing with “social 
welfare” problems, especially if these problems are conceived to lie in the main 
beyond and above market valuations within the framework of a given distribu- 
tion of a given national income. I have not attempted to develop a complete 
rationale for conservation programs; I have only tried to call attention to one 
pertinent economic principle which, I believe, has frequently been overlooked. 
And I urge economic historians who are prone to talk glibly of resource wastage 
on the part of our forebears to be a little more cautious in their analyses than 
most of them have been to the present time. 

University of California, Los Angeles Warren C. 
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Report on the New England Textile Industry. By Committee Appointed by the 
Conference of New England Governors, 1952, Seymour E. Harris, Chairman. 
Cambridge, Mass.: 1953. Pp. xi, 315. Paper, $2.00. 

The textile industry developed in New England at an early date in this 
country’s industrial history and for more than two hundred years it was a 
major factor in the industrial growth of that area. Some fifty years ago the 
industry, especially the cotton textile branch, began to move southward and 
this movement has continued to the present time. According to figures released 
by the U. 8. Department of Labor in 1952 about 75 per cent of the workers in 
the cotton, silk and synthetic branches of the industry are employed in the 
southern states; 14 per cent in the New England states; 10 per cent in the 
Middle Atlantic states; and about 1 per cent in other areas. 

During the past several years a number of studies have been made under the 
direction of New England interests to find out why the textile industry was 
declining in importance in that area and to suggest ways and means for arresting 
the movement. The Report under review is the most recent of such studies and 
was initiated and financed by the Conference of New England Governors. It 
was directed by Professor Seymour E. Harris of Harvard University who served 
as Chairman of the Committee appointed by the Governors to make the study. 

This Report represents on the part of the Committee a great amount of 
research, public hearings which continued for twenty full days, interviews and 
correspondence with officials in numerous agencies in Washington and New 
England and on the spot studies of seven New England textile towns. After 
reading the Report one is impressed by its thoroughness in attempting to investi- 
gate and make recommendations on every factor, large or small, which affects 
the textile industry in New England. 

In common with previous studies made in New England, southern competition 
is considered the major factor in the decline of the textile industry in that 
section. The Committee concludes as follows, “We find the major explanation 
of New England’s decline in textiles is the large differential between wage 
costs here and those in the South.” While differences in wage cost, including 
fringe benefits imposed by the unions, are in the opinion of the Committee the 
number one problem there are others of considerable importance such as un- 
favorable work loads; the failure of New England management to keep up in 
research, in investment, in technology, and in marketing; the small size of the 
New England mills when compared with mills in the South; higher power and 
fuel costs; higher transportation costs; and a number of “miscellaneous but 
important problems” such as taxes, tariffs, community spirit, and rivalry 
between unions. 

After reading the findings of the Committee with respect to the numerous 
troubles that plague the New England textile industry one cannot help but 
wonder why it did not recommend to its sponsors that it would be for the best 
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interests of the country as a whole to let the industry move South where it can 
operate more economically and in a more favorable environment! Instead of 
doing this, however, the Committee has made a number of recommendations for 
reviving the industry in New England, a few of which we shall consider in the 
space available. 

The first recommendation made by the Committee is that the wage differential 
be reduced. It does not recommend, however, that wage cutting in New England 
be used to accomplish this purpose. “A better approach is a rise in southern 
wages, not fully offset by rising wages in New England.” This recommendation 
is made despite the fact that their own figures indicate that in New England, an 
area with a large number of high wage industries, only in the textile and leather 
industries are average hourly earnings greater than in the nation generally. 
Since the wage differential for textiles between the North and the South is now 
less than 15 per cent, it appears that if the North is interested in equalizing 
rates some concessions might well be made in that area. 

In order to bring southern wage rates up to an equality with those in New 
England the Committee calls for more adequate minimum wage legislation and 
administration and that trade unionism “be accepted as a vital necessary force 
in the South as in New England.” 

The Walsh-Healey Act and the Fair Labor Standards Act have played an 
important part in wage increases in the southern textile industry since the mid- 
thirties. More recently, however, there are indications that the Congressmen 
from the South will more effectively resist the unreasonable application of 
federal legislation to raise wages in the South. One illustration of this fact is the 
Fulbright Amendment to the Walsh-Healey Act. When the Secretary of Labor, 
a New Englander, entertained a petition from certain labor unions to increase 
a minimum wage determination in the textile industry, Senator Fulbright got 
through Congress an Amendment to the Walsh-Healey Public Contracts Act 
which provided that minimum wage determinations would be based on com- 
munity rather than national wage rates applied to work on government contracts 
subject to the Walsh-Healey Act. A second provision subjects all proceedings 
under the Act to the Administrative Procedures Act as well as to make such 
wage determinations of the Labor Department liable to attack in the courts. 
Naturally this Amendment came as a great shock to the New England textile 
people and it led the Committee in its Report to state, “We are impressed by 
the strong organization of Congressmen in the South. Fortified by great influence 
that goes with long tenure and inspired perhaps by an unusual degree of regional 
patriotism, southern Congressmen fight more vigorously for home interests 
than do New England Congressmen.” 

It is hardly to be expected that the majority of employers in the southern 
textile industry will accept willingly the unions as “a vital necessary force in 
the South.” This suggestion by the Committee reminds one of the man who had 
a mild case of smallpox and who felt that the only way he could cure himself 
was to pass along the disease to all of his friends and neighbors! 

Perhaps one of the main weaknesses of the Report is the Committee’s failure 
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to emphasize the part played by the unions in causing many New England 
textile mills either to liquidate or move South. New England has no great 
reservoir of labor as does the South. The textile industry in New England must 
compete with other high wage industries for their labor supply. In order to pay 
such high wages and survive the plants must get a high output per employee. 
It is a known fact, however, that the unions while demanding higher and higher 
wages have consistently refused to permit increases in work loads even when 
automatic machines were installed. The unions also have opposed the intro- 
duction of new processes and new techniques that would have increased the 
efficiency of the workers. At the same time they have imposed upon the industry 
a number of fringe benefits that have substantially increased the wage costs of 
the industry. If the textile industry is to survive in New England the unions 
must cooperate with management to increase the productivity of its members. 

One important factor affecting the old textile industry at the present time is 
the competition of synthetic textiles. The increase in the price of worsted and 
cotton goods has made it desirable for consumers to buy the superior synthetics. 
These new products may well bring about a complete revolution in the textile 
industry. Due to the superior advantages of the South this new industry is 
expanding in that area. In fact, most of the new chemical plants which produce 
the ‘“‘wonder fibers’’ are being built in North Carolina, South Carolina, Georgia 
and Alabama. Also in the same area one finds an increasing number of new, 
one-story, air-conditioned, windowless weaving mills which turn the fibers into 
cloth. 

The textile industry, especially the cotton textile branch, is indigenous to the 
South. All of the factors necessary for producing textiles are found in combina- 
tion in that area. lt has an adequate supply of labor with the necessary labor 
reserve for future expansion, it has the raw materials, excellent transportation 
facilities, cheap power, availability to the major markets for such products, and 
other favorable factors. On the other hand New England has a large number of 
industries for which she possesses superior advantages. Hence, New England is 
shortsighted in her attempt to keep by artificial means an industry which can 
thrive more advantageously in the South because as the Chairman of the 
Governors’ Committee says in his letter of submittal, ““A prosperous South is 
one of the conditions for a healthy New England.” 

University of Virginia GeorGce T. STARNES 


Jeremy Bentham’s Economic Writings: Critical Edition Based on His Printed 
Works and Unprinted Manuscripts. By W. Stark. New York: Burt Franklin, 
1952. Pp. 412. $6.00. 

This book is the first of a projected three volume edition of Jeremy Bentham’s 
writings on economic subjects. Twelve years ago Dr. Stark was commissioned 
by the Royal Economic Society to prepare a comprehensive and critical edition 
of Bentham’s economic studies. The first volume contains considerable evidence 
that the work has been well done. Three different collections of manuscripts 
were thoroughly examined, and the first volume contains a quantity of material 
which has not been available in print before. As a result of the study of the 
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manuscripts Dr. Stark believes he is presenting an additional number of 
Bentham’s works in their original form for the first time. It is obvious that Dr. 
Stark does not believe that John Bowring’s Works of Jeremy Bentham is very 
reliable; at one place in the preface the comment is made about one article that 
“there is a vast difference between what Bentham wrote and what Bowring 
made of it.” 

The first volume begins with a valuable, but rather dull, introduction dealing 
with the historical background of the items contained in the book. Such material 
makes a worthwhile contribution to the understanding of Bentham’s writings 
but it is unfortunate that this information should not have been placed in a less 
conspicuous position. The next section is a delightful selection of thirty-one 
brief statements taken from Bentham’s non-economic writings which, however, 
give his philosophy on economic matters. The editor has selected this material 
with care; the result is that Bentham in his own words presents his essential 
viewpoints. This section should provide an excellent assignment for classes 
in the history of economic thought which do not have the time for extensive 
reading except from the works of the most prominent writers. Perhaps a few 
teachers of economics may even find time to read this section, who might other- 
wise dismiss the book as one they hope to get around to, sometime. 

In these selections are found some very penetrating analysis and comment. 
It is rather hard to understand why English speaking economists had to wait 
until the writings of Jevons before following up Bentham’s comments on utility, 
such as the very interesting statement that the production of happiness 
diminishes as additional units of wealth are added (p. 113). The “greatest 
happiness principle” and the basic pleasure-pain analysis are briefly presented, 
and the point is made (p. 117) that ‘‘money is the instrument for measuring the 
quantity of pain or pleasure.” Unfortunately, the sources of these selections are 
to be indicated in Volume III, rather than in the volume in which they appear. 

The next section contains the pamphlet Defence of Usury (1787) which gave 
Bentham his first recognition as an economist, but it is rather heavy reading 
after the sparkle of the preceding selections. The vigor of the argument for 
almost unrestrained laissez-faire and his attack upon Adam Smith for his support 
of government control of interest rates provide an interesting demonstration of 
the strength of laissez-faire theory scarcely a decade after the publication of the 
Wealth of Nations. 

The Manual of Political Economy (1893-95) appeared in Bowring’s edition, 
but Dr. Stark believes that it was rather garbled. This section is interesting in 
its further demonstration of the strength of laissez-faire theory in Bentham’s 
thinking. One after another his reasoning rejects governmental loans of capital, 
gifts of capital, bounties on production, bounties on exports, tax exemptions, 
premiums for immigration of foreign workers, import prohibitions, protective 
import duties, paper money issues, and efforts to promote population growth. 
A rather interesting qualification to the rejection of paper money issues is 
admitted “in as far as it gets extra hands, or sets them to work extra hours,” 
but Bentham hastens to add a doubt that any such result is probable. 

To supplement this vigorous support for laissez-faire was a proposal to raise 
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revenue without burdening normal economic processes in the article Supply 
Without Burthen or Escheat Vice Taxation (1795). Bentham proposed as a 
painless method of raising funds the extension of the law of escheat so that all 
property not inherited by close relatives would be appropriated for the benefit 
of the state. While a considerable part of the argument is non-economic, such as 
the possibility that the proposal might encourage marriage and discourage 
concubinage, Bentham does try to deal with such significant problems as the 
effect of the policy upon the price of land and the accumulation of capital. 
The last article in the book is Proposal for a Mode of Taxation (1794) which 
has not previously been available. Bentham argues that significant groups with 
ability to pay do not carry their fair share of the burden, and he procedes to 
analyze the feasibility of taxing such groups. The analysis contains evidence of 
a considerable knowledge of the problems of incidence of taxation and of dif- 
ficulties of administration. The administrative advantage of levying a tax upon 
a business which already is keeping records is recognized. An interesting proposal 
is that certain monopoly advantages might accompany the payment of taxes in 
certain occupations, such as banking, but provided that the device be used only 
where consumers would not be injured by increased prices or by reduced supplies. 
Volume II of this edition of Bentham’s economic works will contain the 
material dealing with his proposal for a “circulating annuity” as a means of 
encouraging thrift and reducing the burden of the national debt. Most of the 
writings in both Volumes II and III are said not to have been available before. 
Dr. Stark has indeed performed a valuable task in this careful editing of the 
extensive manuscript material left by one of the less well-known, but important, 
originators of modern economic thought. 
University of Alabama 


R. M. Havens 


Economic Essays. By R. F. Harrod. New York: Harcourt, Brace & Co., 1953. 

Pp. xiii, 301. No index. $4.50. 

There is a surprisingly large thread of continuity running through about two 
thirds of this volume, that is, through parts II and III, or Essays 3 to 14 in- 
clusive. Part II is called “Competition” and Part III ‘“Employment’’: the 
former consists of eight essays relating largely to imperfect competition, and the 
latter of four essays concerned finally with dynamic theory; three essays of the 
former group and one of the latter are new work. The thread which serves 
somehow to hold them together is, rather surprisingly, that of decreasing costs 
per unit: the reader can perceive how that rather teasing study led Mr. Harrod 
from one field of economics to another. 

But two memoranda to Royal Commissions are arranged before the main 
topics of this work. The first submission, written in a style more conventional 
than Mr. Harrod’s wonted one, went in 1944 to the Royal Commission on 
Population. Actuated by common fears for the future of the British population, 
it put forward an interesting system of insurance schemes, one for each income 
bracket, so that income redistribution among classes was not one of its elements. 
When in due course (June, 1949) that Royal Commission reported, in a rather 
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disappointing document, Mr. Harrod’s proposals were not put forward by it, 
but the spirit of its report was not unlike that of his memorandum, which may 
well have had its effect on the members of the Royal Commission. Mr. Harrod 
is rightly aware of the grim population prospects in Britain; but whether the 
desired results would follow in consequence of any proposals from compulsory 
insurance premiums to furnish pounds sterling of doubtful purchasing power to 
potential parents of larger families, that must remain problematical; as doubtful, 
indeed, as the surprising assertion (p. 19) that ‘The [financial] burden of a large 
dependent family is heavy, but it only lasts for a comparatively small period in 
a man’s whole earning life.”” Working Methuselahs please note. 

Mr. Harrod’s second memorandum was sent in 1945 to the Royal Commission 
on Equal Pay, a body whose modest function may be said over-briefly to have 
been investigation of the facts of women’s pay in Britain and of the probable 
effects of raising it, for “‘the same” work, to the level of men’s pay. Mr. Harrod 
presented his case well, a case surprising to nobody acquainted with the subject; 
the Royal Commission reported with alacrity (6 Nov., 1946) in a general sense 
similarly hostile to “equal pay;’’ and the British government of the day, a 
Labor one, let the matter drop on grounds of expediency: the introduction of 
“equal pay”’ would be, it was said, wholly inflationary. The government spokes- 
man was Mr. Dalton. The two submissions go well together because the second 
slips very easily into the groove of the first, arguing urgently for alleviation of 
the financial lot of parents with larger families. 

If we did not reread his articles of the early 1930s, reprinted here as Essays 3 
to 7, we might forget how great was Mr. Harrod’s independent progress in the 
field of imperfect competition. No doubt his contribution has been lost to sight 
in the glittering light shed by Mrs. Robinson and Prof. Chamberlin. Perhaps 
too some obscure shadows of their own did cling for example about “the 
increment of aggregate demand curve” (p. 86), which became a marginal revenue 
curve when the sun shone upon it; about “sources of supply’’ (passim), despite 
the nocturnal lightening of pp. 112-113; and about the “lay-out” (p. 118 and 
elsewhere); tenebris nigrescunt omnia circum. Often, surely, the “degree of 
precision” attaching to “‘the King’s English” (p. vii) must depend upon him who 
uses it? 

But Essay 8, “Theory of Imperfect Competition Revised,” is new and there- 
fore more interesting. It is also less “highly condensed” (p. vi) and therefore 
more readable; indeed it is almost gloriously repetitious in one or two places. 
Mr. Harrod has some particularly valuable thoughts about imperfectly competi- 
tive suppliers deciding the prices of their products; but, if he could have followed 
in this investigation his own precept of assuming growth, how much more 
valuable still his reflections might have been. 

Essay 9, ‘Theory of Profit,” which is also new, argues “that monopolistic 
profit is not an additional profit, but part of the global profit [for] uncertainty- 
bearing”’ (p. 188). Some readers may suffer from an uneasy feeling that it might 
be both. But there are certainly several valuable if rather obvious points made 
here as to the nature of profit and as to the relevance of gains in capital values. 
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Suddenly much meat is set before the astonished eyes of the moral starvelings: 
Essay 10, “Profiteering: An Ethical Study,” is big with possibilities. There is 
and long has been very obvious scope for constructing economic policies on 
explicit moral assumptions: a wages policy for example. The few pages of this 
interesting essay may well point a political path. Probably few of his readers 
will hesitate as Mr. Harrod does to admit that competition is a mechanical 
substitute for morality. 

Of the four essays packed rather ruthlessly together in part III under the 
title, “Employment,” Essay 11 is a hoary argument on the effects of falling as 
against stable prices; Essay 12 is Mr. Harrod’s deservedly well known apprecia- 
tion in 1937 of Keynes’s General Theory; number 13 is his equally well known 
article in The Economic Journal of March, 1939, called “An Essay in Dynamic 
Theory,” which was the precursor of his Towards a Dynamic Economics (1948); 
and the savager critics of that work will be appeased little if at all by Essay 14, 
“Supplement on Dynamic Theory.”” We may feel that it is doubtful as yet 
whether there can be ever a dynamic economics having significance greater than 
that of an intellectual plaything; but it is certain that Mr. Harrod has carved 
his own swaying steps into the virgin jungle; whether they lead in a sweltering 
and aborcvive circle or whether to the cool uplands of lofty comprehension. 

Essay 15 stands all by itself as the sole ingredient of Part IV, “General,” 
under the title, “Professor F. A. von Hayek on Individualism.” Does it follow 
that those who hunt heresy-hunters must be individualists or could they be 
heresy-hunters too? 

There attach to this volume of essays a few minor irritations. The original 
places and times of publication of Essays 4, 5 and 15 are not given; and number 
15 is foot-noted “Economic Journal” only (p. 254); it was in the issue of March, 
1939. All the way through the book the printers, by error as one hopes, have used 
for the numeral, one, a Roman I. The publishers are charging $4.50 for a book 
of 301 pages printed in Britain and selling in that country for 18s. ($2.52); no 
doubt a part of the difference is import duty. 

Oglethorpe University W. A. L. CouLBorn 


Welfare Economics and the Theory of the State. By William J. Baumol. Cambridge: 
Harvard University Press (published for the London School of Economics 
and Political Science), 1952. Pp. 171. $4.25. 

Under what conditions does the individual, when rationally seeking his own 
goals, enhance social welfare? Under what conditions should society, in its own 
interests, check the individual’s rational pursuit of his goals? These fundamental 
questions, obviously related to both welfare economics and political theory, are 
considered by Professor Baumol. By providing partial answers to these and 
related questions he hoped to establish a partial economic theory of the state. 

To answer the questions stated above some sort of social ideal or some notion 
of what constitutes maximum social welfare is needed. Consequently Baumol 
approaches his task via the well-worn ideal output route. This portion of the 
book is largely a restatement of a certain segment of existing literature on 
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ideal output. In developing certain of his statements on ideal output, Baumol 
makes use of the dubious device of the community indifference curve. The 
validity of this device is “proved” by a mathematical demonstration. It seemed 
to this reviewer that the proof halted unceremoniously at the point where it 
should have become interesting. In another inexplicable demonstration, Baumol 
labors mountainously over four mathematical pages to produce the mouse-like 
conclusion that “...with a ‘downward sloping’ demand for his product in 
terms of money, it will never pay a monopolist to produce more than ideal 
output” (p. 56). Nonetheless most economists might consider objections of this 
sort to be puristic carpings; they probably will prefer accepting the book for its 
solid merits as a work in political economy. 

The effects on group welfare of individual actions based on self-interest are 
considered in various special cases, e.g., unemployment equilibrium and inter- 
nationa! trade. Generally these cases are given an overly brief treatment; the 

pasoning does not always seem to be spelled out to the extent needed for maxi- 
mum clarity, and certain ramifications are either ignored or dismissed without 
investigation. On balance the treatment of these various cases is excellent so 
far as it goes, but it might be wished that more territory had been covered and 
that the survey had been more intensive. 

In some respects the most impressive section of the book is chapter ten 
entitled “On the Denotation of the Ideal.”’ This chapter summarizes and criti- 
cizes the various criteria for a social optimum. The criteria suggested by Pareto, 
Bergson, Kaldor and Scitovsky are explored. The economist who is unfamiliar 
with these fundamental developments in welfare economics should be able to 
master them with a minimum of effort by studying Baumol’s chapter ten. 
Baumol criticizes these criteria with great insight, concluding, with qualifica- 
tions, that the Paretian partially ordered set is the best of the proposals. 

Many of the results developed in this work are traced to earlier writers. In 
this connection the writings of Say, Mill and Sidgwick seem to be of importance. 
There seems to be no question that present-day writers, including Professor 
Baumol, see more deeply into the problems of political economy and welfare 
economics than did the classical writers. It is pleasant to encounter a modern 
writer who cheerfully admits that he gains his increased vision by standing on 
the shoulders of the classical giants. 

University of North Carolina R. W. Prouts 


Taxation and Incentive. By Lady Rhys-Williams. New York: Oxford University 

Press, 1953. Pp. 188. $3.50. 

During World War II there was intense interest in Great Britain in the 
reconstruction of its social insurance and related services, with the result that 
early in the post-war period revisions of these programs were made along the 
lines suggested in the renowned “Beveridge Report.”’ It now appears that these 
changes, like others made elsewhere, have been far less satisfactory than expected, 
and suggestions for further modifications are coming forth. Lady Rhys-Williams 
had her own plan for reform in this area as early as 1942, and she has recently 
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revised her recommendations in a series of plans presented to the Royal Com- 
mission on Taxation of Profits and Income. Tazation and Incentive incorporates 
five of her eight alternative proposals made to the Commission, but the main 
purpose of this volume is to provide background material for the plans them- 
selves, which occupy less than one-fourth of the book. 

The author’s plans are not designed to reduce the role played by the State in 
the social service area, for she clearly points out that “the whole range of modern 
welfare services would be included, instead of those only which happened to 
have been approved at the time when the idea of a national insurance system 
was first adopted in this country, more than forty years ago.”’ She does maintain, 
however, that the financing techniques and the method of benefit distribution 
should be drastically modified, to the primary ends of increasing the incentives 
to hard work and elimination of the increasingly-used but much-despised means 
test. The essence of her idea is that the income tax and social service programs 
be combined so that all contributions for the latter would come through the 
levy of a strictly proportional income tax, and that all benefit payments would 
be made through a “new social contract” providing for a weekly cash allowance 
to all citizens without regard to income obtained from other sources. Lady 
Rhys-Williams asserts that many other desirable ends, such as economy in 
clerical manpower, encouragement of saving, and simplification of the tax 
system, in addition to the major goals already mentioned, would be reached by 
the adoption of these basic changes. 

The author is justified in insisting that problems involving social insurance 
and related services must be approached within the context of general economic 
policy. The major part of her book is, quite appropriately, concerned with the 
broader matters of work incentives, taxation, international trade, stability in 
the value of money, and full empioyment. But these problems do not lend 
themselves to adequate analysis within a scant hundred and twenty-five pages, 
not even with an attractive and forceful literary style such as is here employed. 
On these matters there are large gaps in our knowledge and substantial dif- 
ferences in the value judgments which we bring to their study. While the com- 
ments in this book are often stimulating and cogent, it must still be recognized 
that in many instances they approach dogma. Only one example can be provided 
in such a brief review. It concerns a principle, progressive income taxation, 
toward which Lady Rhys-Williams directs some of her sharpest barbs. Surely 
the reader need not be an ardent defender of existing rate structures in this 
type of taxation in order to have doubts about the adequacy of the following 
characterization of the progressive income tax: “It requires national emergency 
to sanction it, and it cannot, without disaster, form part of a permanent system 
of taxation. The robbery of one group of citizens by another, even when the 
State, democratically controlled by the first group, acts as its agent in carrying 
out the theft, remains—theft” (p. 66). 

There is certainly ample reason for thorough analysis of the failure of social 
insurance programs, not only in Great Britain but elsewhere as well, to achieve 
the goals they have been expected to reach. There is enough of such failure in 
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the programs in the United States to encourage close examination and study of 
proposals such as that which Lady Rhys-Williams so vigorously espouses for her 
own country. Her challenge to the present systems is a welcome one, deserving 
serious attention, but its effectiveness is marred by extremist statements on the 
larger issues where moderation could more appropriately be employed. 

The University of Texas Carry C. THomMpson 


Maturity and Stagnation in American Capitalism. By J. Steindl. New York: 

Augustus M. Kelley, 1952. Pp. iv, 248. $4.50. 

While this most recent book on the theory of economic development has 
important things to say it possesses such an illusive quality that the reviewer 
was hard put to piece together the elements of its essentially new approach. The 
essay lacks coherence especially. 

The author none the less is to be commended on his attempt to depart from 
the main stream of contemporary theories of economic development. The 
emphasis has long been exogenously couched and far too long slanted towards 
technological and innovational change. Instead he inverts tradition and main- 
tains, correctly, that under business concentration technology is the cart, not 
the horse. His theory gains its peculiar uniqueness from the juncture under an 
endogenous setting of certain elements of the theory of oligopoly with a modified 
theory of investment. 

“American Capitalism’’—perhaps an inadequate label for this changing 
economy—-has been on the road towards stagnation, the author believes, since 
the turn of this century. A maturity related to the behavior of the firm and 
stemming from “internal accumulation” and a drift towards greater “absolute 
concentration” is now upon the American people. (“Absolute concentration” 
involves the elimination of “a certain number of existing firms’; “internal 
accumulation” is essentially the plowing-in of profits by the firm.) Internal 
accumulation is governed largely by changing patterns of the net profit rate, 
the most important determinant of which is cost (fixed and variable). The focal 
point of the analysis of these determinants is their relationship to excess plant 
capacity and the related concept of the degree of utilization of capacity. 

The connection between the profit margin and the rate of internal accumula- 
tion is perhaps obvious. Firms with large profit margins have ‘“‘a natural tendency 
to expand.” Because the time element in demand may be of more significance in 
oligopoly than under perfect competition, accumulation is related more to the 
cost patterns of the firms in an industry than to demand elasticities. The author 
through a statistical analysis of the American economy (unfortunately based 
upon accounting data of debatable validity) finds that price rigidity of the 
oligopoly may be explained more by significant cost differentials than by demand 
conditions. Under the process of concentration firm elimination is closely pat- 
terned according to these cost (and consequently profit) differentials. As ac- 
cumulation takes place the firms above the marginal (especially defined) level 
must seek a greater share of the market to make effective their accumulation. 
Those below this level are of course driven out. Plant utilization, in some way 
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related to the rate of accumulation (the parameters are not set forth), has an 
important bearing on price policy under oligopoly. 

Technological advance may be entered into the theory at this point but it 
serves merely to raise the ceiling on internal accumulation. (Hansen, Harrod, 
and Hicks perhaps would find this contention hard to stomach.) 

In the long run the rate of internal accumulation, the net profit margin at 
given levels of capacity, and plant utilization will tend towards a level de- 
termined by the rate of growth of the industry, the rate of capital intensification 
(the ratio of assets to the output capacity), and the rate at which existing 
productive capavity is being eliminated. This conclusion, says the author, is 
most important for it reveals that the restriction upon the share of profits had 
by an oligopolist is the consequence largely of the dynamics of accumulation. 

Growing oligopoly leads to a peculiar pattern of firm adjustment to change. 
Profit margins develop greater inelasticity. Firm adjustment therefore involves 
principally a reduction in the degree of capital utilization instead of a reduction 
of profits. Undesired excess capacity becomes general and is the monkey wrench 
in the machinery of accumulation, investment, and growth. Under its shadow 
American Capitalism presumably moves on toward its end. 

This thesis that American Capitalism is doomed to maturity and stagnation 
builds largely upon the assumption that in the American economy oligopoly was 
inevitable. Yet the author does not establish that absolute concentration has 
been or is inevitable, that the American economy could take no other course, 
although there were probably many that could have been taken. Such an as- 
sumption is indeed far from tenable; that a people and a nation follow a certain 
path is not a predetermined event. Had instead the author held that, given 
oligopoly, the course of this economy would have been a fall in the vate of its 
investment, he would have been on the right track. His next step would then 
have been to explore why oligopoly appeared and attained to its present di- 
mensions. But he does not pursue such reasoning and his contribution is thus 
greatly vitiated by what amounts to an unwarranted determinism. 

Emory University Ernst W. SwANSON 
Economic Change: Selected Essays in Business Cycles, National Income, and 

Economic Growth. By Simon Kuznets. New York: W. W. Norton & Co., 

1953. Pp. viii, 333. $4.50. 

Simon Kuznets is best known for his statistical contributions. Unlike some 
whose knowledge outside their specialty is as meager as their technical knowledge 
is profound, Kuznets has always been an excellent economist. The present 
collection of essays displays him in the latter role. The subtitle gives an in- 
adequate impression of the fields into which Kuznets ranges: besides business 
cycles, national income and economic growth, he delves into economic history, 
international economics, and the economic problems of a number of different 
countries. Seven of the essays are reprinted. The other four are here presented 
in English for the first time (two had previously been published in Venezuela), 
but even these are from three to twelve years old. 
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As a business cycle specialist, I was glad to see Kuznets’ article on the accelera- 
tion principle again. After nineteen years, it still seems to me one of the best 
papers on this subject in spite of J. M. Clark’s criticism.' One passage alone is 
obsolete. On page 68 Kuznets criticizes the acceleration principle on grounds 
that when demand declines the producer accumulates excess capacity, so that 
when demand rises investment will not behave according to the acceleration 
principle. Hicks has shown how to surmount this obstacle to using the ac- 
celeration principle to explain the business cycle. Quite aside from Hicks’ 
solution, overcapacity in a changing technology may not mean much. In the 
late nineteenth century, rising demand stimulated the building of steel plants 
in spite of excess capacity because some of the plants were obsolete either in 
design or location. 

I read the articles on national income and economic growth in the spirit of 
one who is trying to enlarge his education outside the area of his specialty. 
Chapter 6 on “National Income and Industrial Structure” was particularly 
interesting. The studies of Colin Clark and Ta Chung Liu indicate that China 
before World War II had a per capita annual national income equivalent to 
forty American dollars; yet it is patently absurd to think that people could have 
survived in the United States for any extended period of time on less than a 
dollar a week. Kuznets shows in some detail why international comparisons of 
income have missed a large part of the real income produced in preindustrial 
countries (and have included for industrial countries some items like street cars 
which represent offsets to the disadvantages of urbanization). He makes some 
crude adjustments of the Chinese statistics which double the estimates of their 
income per capita. 

Another essay which interested me was Chapter 8 on “International Dif- 
ferences in Income Levels (Reflections on Their Causes).”” Kuznets criticizes a 
number of explanations for why certain countries like the United Kingdom, 
the United States, etc., have a per capita income so much greater than India, 
China, and many others. His own hypothesis starts from the fact that income 
differentials were probably much smaller two or three hundred years ago. The 
industrial system is a great secular innovation similar to the rise of the medieval 
town economy or the discovery of the new world; and like other secular innova- 
tions, it has spread graduaily and unevenly, first invading countries where the 
milieu was favorable, that is, where “existing values jdid] not impede an open- 
minded view on nature, a dispassionate consideration of empirical findings, and 
strong desire to enhance the material welfare of man” (pp. 240-1), and where 
democracy and free enterprise flourished. Certain obstacles hindered spread of 
the industrial system. Scientific discoveries have often been solutions of specific 
problems faced by the leader countries and cannot readily be adapted to the 
needs of countries with problems which are vastly different. Imperialistic 
domination by Western Europe obstructed industrialization. Most important, 
industrialization “‘means a marked break in established patterns of social and 
economic life; it destroys established interests; it requires a system of social 
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values and cultural milieu quite different from those that are the heritage of a 
long historical past in many countries” (p. 246). It is therefore not “surprising 
that the countries with the oldest historical background, with the highest 
attainments in the past of economic and social performance within the old 
framework of technology and cultural values, are the ones in which the dif- 
ficulties of a revolutionary transition to the new mode of life are the greatest” 
(pp. 247-8). 

If these old essays had been written by an otherwise unknown economist, 
would they have been gathered together and published, many of them for the 
second time? The candid answer is no. Aside from the chapters already dis- 
cussed, I found little to excite attention. Interest in this book arises less from 
what is said than who said it. Stepping out of his usual role of making solid 
progress on problems susceptible of solution, Kuznets here tackles “complex 
problems by inadequate means” (p. vii). This is what other economists commonly 
do; but Kuznets acting like other economists is not Kuznets at his best. 
Vandertilt University Renovies 


Hermann Heinrich Gossen, 1810-1858: Ein Wegbereiter der modernen édkonomischen 
Theorie. By Hermann Riedle. Winterthur, Switzerland: P. G. Keller, 1953. 
Pp. [X, 137. Swiss Franes 12.- 

The case of Hermann Heinrich Gossen is a strange one in the history of economic 
thought. It is the story of a man who lived a rather uneventful and retired life, 
part of which was spent in the Prussian government service. At his untimely 
death he left behind him a piece of writing which was completely disregarded at 
the time of its publication (1854) and remained almost unknown some twenty- 
five years thereafter. Today it is hailed as one of the great classics in economics. 

We owe it, strangely enough, not to any of Gossen’s German compatriots but 
to Jevons and Walras that Gossen’s significant contribution to economic theory 
has found its rightful recognition. Readers interested in the story of the forgotten 
man and his rediscovery are referred to Jevons, who relates it in the preface to 
the second (1879) edition of his “Theory,” and particularly to an article by 
Walras first published in France in 1885, a slightly abbreviated English version 
of which may now be found in Spiegel’s recent anthology, The Development of 
Economic Thought; Great Economists in Perspective, a 1952 Wiley publication in 
economics. 

Ever since Gossen’s name and his now famous treatise have been rescued from 
oblivion, a large Gossen literature has developed. This is not surprising con- 
sidering the fact that Gossen in his “Exposition of the Laws of Exchange and 
the Rules of Human Action Derived Therefrom” fully anticipated not only the 
substance of the marginalist school but the method of the mathematical school 
as well. The basic principles which his treatise unfolds have firmly established 
themselves in economic literature as Gossen’s Laws, notwithstanding the fact 
that in Gossen they are an integral part of his rather naive and exalted utili- 
tarianism. Among those who paid homage to his genius before the turn of the 
century were many of the great economists of that period, notably Wieser, 
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Béhm-Bawerk and Pantaleoni, besides Jevons and Walras. These early com- 
mentators were united in their endeavor to give full, if belated, recognition to 
the sagacity of a man who had, unknown to them, developed the marginal 
utility theory and the laws of exchange in a manner almost identical to their 
own. 

These early commentators were followed by a large group of appraisers 
writing mainly in the first two decades of the present century, a few of them 
more recently. Their motivations were different and diverse: was it that they 
aimed at reaffirmative appraisal and further clarification of Gossen in the light 
of newly gained theoretical insight; was it that they were interested in assigning 
to Gossen his historical place in the development of economic thought; was it 
that they were anxious to prove the obsolescence of his analytical tools; was it 
that, in broad attack, they challenged Gossen’s social philosophy or altogether 
refuted his pragmatic hedonism as indigestible metaphysics? 

Dr. Riedle’s essay on Gossen, a University of Ziirich dissertation, falls es- 
sentially into the first category: a reaffirmative appraisal and clarification of 
Gossen. Subtitling his essay “A Pioneer of Modern Economic Theory,” the 
author presents a step-by-step reformulation of Gossen’s ideas, supplemented at 
each step by a commentary of later treatment of these ideas in pertinent writings. 
The result is a highly knowledgeable but rather unwieldy presentation which, 
in the balance, neither adds to nor subtracts from our previous knowledge of 
Gossen and the marginalist school. While painstaking in detail, the treatment 
shows a certain lack of perspective, manifest in its failure to discriminate in its 
appraisal between the diverse elements of Gossen’s ““Exposition’’: its ‘‘pure”’ 
economics—the Laws—, its “‘applied’’ economics—the Rules of Action—, and 
its time-worn social philosophy. 

There is a wide-spread myth among German writers that Gossen is hard to 
read and even harder to understand, not only because of his involved mathe- 
matics but also because of his “incredibly bad style’—to quote Brentano. This 
reviewer cannot share such contention. On the contrary, he feels that Dr. 
Riedle is right when he states that there is no better interpreter of Gossen than 
Gossen. After all, it was no lesser a man than Walras who spoke of the ““Exposi- 
tion” as being one of the most beautiful books ever written. Republished in 
Germany in 1927 with a valuable introduction by Hayek, Gossen’s masterpiece, 
strangely enough, is not yet available in English. 

Guilford College J. Curr Vicrorius 


Economic Policy: Readings in Political Economy. By William D. Grampp and 
Emanuel T. Weiler. Homewood, Ill.: Richard D. Irwin, 1953. Pp. xiii, 393. 
$3.75. 

Students struggling with courses in economic principles often fail to see the 
application of economic theory in the development of economic policy. It is the 
purpose of this collection of readings to eliminate that deficiency by exhibiting 
economic policy proposals based on the very theory that students so often 
regard as laborious mental gymnastics devoid of reality and applicability. To 
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this end Professors Grampp and Weiler have collected twenty-one readings 
from books, professional journals, public documents and elsewhere. Divided 
into four groups, the readings are concerned with four major economic policy 
areas: stability, the control of monopoly power, the distribution of income, and 
international economic relations. 

The selections are too numerous to mention individually but perhaps their 
quality and character are suggested by the authors’ names—Paul Douglas, 
J. M. Clark, Joseph A. Schumpeter, Frank H. Knight, Jacob Viner, Henry C. 
Simons, Milton Friedman and others. As this iist indicates, the policy proposals 
are those designed to strengthen the free-enterprise, price system. Those “‘neo- 
liberals” who believe the solution to economic problems must be based on an 
enlargement of the sphere of governmental economic control will not appreciate 
this book. 

The editors have made an admirable attempt to prevent these selections from 
being beyond the comprehension of beginning students by prefacing each 
section with an editorial statement of the problem and each reading with an 
enumerated synopsis of its propositions. In addition they have provided an 
editorial summary at the end of each section that is a model of clarity, concise- 
ness and relevance. These aids are valuable additions to a difficult book but even 
they may not be sufficient. 

Each selection assigned will require considerable class discussion if the reading 
is to be meaningful. And this conflicts with the already pressing time problem 
in teaching the encyclopedic tomes loosely referred to as elementary texts. In 
this reviewer's opinion the book would be more useful if used in an intermediate 
theory course or in conjunction with courses dealing specifically with any of the 
four policy areas covered. This is one of the better collections of readings but 
much of it appears to be too ambitious for use with a course in principles of 


economics. 
University of North Carolina James E. Hippon 


Production and Distribution. By John 8. Henderson. University, Ala.: University 
of Alabama Press, 1952. Pp. ii, 83. $2.00. 

The principal contribution of this monograph is an investigation of the demand 
and supply functions of the firm in a more general case than has heretofore been 
treated in detail. The usual practice is to assume a differentiable production 
function which represents all the combinations of inputs and outputs which the 
firm can efficiently realize. Then by the method of Lagrange multipliers the 
conditions may be found which characterize a position of maximum profit. The 
use of a differentiable production function implies that the set of efficient input- 
output combinations' forms a hypersurface in the space of input and outputs 
whose dimension is one less than the dimension of the space. 

Professor Henderson wishes to allow the possibility that, because of limita- 


' An input-output combination is efficient if no output (input) can be increased (de- 
creased) unless some other output is decreased or input is increased. See Tjalling C. Koop- 
mans, Activity Analysis, New York, 1951, p. 60. 
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tional factors or for other reasons, the set of efficient input-output combinations 
is of lower dimension yet.” He considers the case where this set can be represented, 
at least locally, as the intersection of a number of differentiable functions. The 
number of functions needed is equal to the difference between the dimension of 
the space and the dimension of the set of efficient input-output combinations. 
Then, it is again possible to use the method of Lagrange multipliers to discover 
the characteristics of the position of maximum profit. The resulting analysis is 
analogous to the classical argument of Hicks’ appendix.’ 

The same methods are now applied to the consumer whose choices are restricted 
by other limitations than his money income, a rationing scheme, for example. 
However, this is, for the most part, a repetition of the earlier analysis and in 
some aspects is less plausible. Then the market demand functions are discussed 
in a manner similar to that of Hicks and, for inverse demand functions, Hotel- 
ling.‘ This is the weakest part of the study, and important errors seem to be 
present. 

I would make the general criticism that the style of presentation, both mathe- 
matical and verbal, is sometimes confusing and frequently awkward. Also, many 
of the results obtained, as well as some which are not obtained, could be got more 
easily by the use of elementary results on maximizing a linear functional, without 
performing tedious operations on determinants.® 

There are some particular points which I regard as erroneous. This analysis 
does not, as seems to be asserted, apply to a monetary economy without con- 
siderable modification.* At the least, prices must be introduced into the utility 
function, since they influence the utility of money. The discussion of inverse 
demand functions (functions in which the dependent variables are always prices) 
is difficult to follow. However, it seems to be implied that the same indetermi- 
nacies of price must be present in the inverse demand functions of the market 
as in those of the individual participant. Actually this is the maximum inde- 
terminacy which can result but it would, in general, be unlikely to appear. Finally, 
there are some statements which seem to imply that the argument proves a 
partial result on the existence of competitive equilibria. Of course, this is not the 
case. A proof of existence probably requires additional assumptions regarding 
the convexity of the set of outputs and the continuity of demand functions and 
certainly must use some topological fixed point theorem. Such proofs have been 
given only very recently by Arrow and Debreu and, independently, by me.’ 

I found some of the observations on the different criteria of stability according 


? The inspiration seems to have been N. Georgescu-Roegen, ‘‘Fixed Coefficients of Pro- 
duction and Marginal Productivity Theory,’’ Review of Economic Studies, October, 1935. 

3 Value and Capital, Oxford, 1939. 

* Harold Hotelling, ‘‘Demand Functions with Limited Budgets,”” Econometrica, January, 
1935. 

5 See Paul Samuelson, Foundations of Economics, Cambridge, 1947, pp. 51, 73-4, and 
107-17. 

* Ibid., p. 119. 

7 See the report of the Chicago meeting of the Econometric Society in Econometrica, 
July, 1953. 
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to Hicks and Marshall of particular interest. Their different assumptions are 
compared with the aid of simple geometry and related to market structures which 
might lead to a preference for one or the other criterion in given cases. Another 
useful discussion concerns the equivalence of maximizing utility subject to 
restrictions and minimizing expenditure subject to the remaining restrictions and 


a constant level of utility. 
Duke University Lione, W. McKenzie 


The Theory of Inventory Management. By Thomson M. Whitin. Princeton, N. J.: 

Princeton University Press, 1953. Pp. xiv, 245. $4.50. 

This relatively thin volume will provide stimulation to the thinking of students 
who have tried to answer the question, “How much inventory should a firm 
carry?” It reports a study made under contract with the Office of Naval Re- 
search and its third part deals with the problem on inventory control in the 
National Military Establishment and particularly in the Navy. 

This approach does not mean, however, that it is not of value to the economist 
or thoughtful business executive as well as to the government administrator and 
analyst. Besides presenting a survey of inventory control systems in common 
use, the author deals with this problem by determining economical purchase 
quantities and by the statistical determination of safety allowances. The first 
is set by balancing purchase costs against the costs of holding inventories; the 
second utilizes such factors as cost of depletion, length of delivery time, 
variation of demand, and carrying charges. 

This analysis is then incorporated into the theory of the firm as portrayed in 
various models and relates inventory control to its role in business cycles. After 
the practical application of this type of inventory management to problems in 
the National Military Establishment, the volume closes by opening up the ques- 
tion of the desirability of social control over inventories. 

The lengthy bibliography in itself is quite valuable since so much of the writing 
on this subject has been scattered through many diverse magazines and journals. 

Although perhaps difficult for the general student, this book should provide 
a new concept in dealing with the problem of inventory control. 

University of Alabama Donavp F. 


Government's Role in Economic Life. By George A. Steiner. New York: McGraw- 

Hill Book Co., 1953. Pp. xi, 440. $6.00. 

Professor Steiner’s book will be welcomed by those who believe that more 
college students should have a systematic introduction to the relations of govern- 
ment to at least one phase of ecenomic life. A principal feature of this book is a 
description of political theories, the powers and limitations of the federal govern- 
ment, competitive theory and recent economic history sufficient for a student to 
participate in a college course in contemporary problems. Additional subjects 
receiving one or more chapters are lobbying, government administration, and 
(at several levels of generality) the formulation of government economic policy. 
Even the best prepared students will profit from the splendid introductory chap- 
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ter and from a subsequent chapter on “Today’s Mixed Economy,” (mired be- 
cause in contemporary America) “economic activity is a blend of both private 
and public economic decision.’”’ Each chapter has a selected bibliography and 
the book has an unusually good index. Thus courses in antitrust problems and 
transport:.tion policy are made feasible without prerequisites—public utility 
regulation also, if some knowledge of accounting be provided from another 
source. The volume is by no means a preparation for such courses as agricultural 
programs or monetary policy, although these might well include some of the 
material it contains. 

While a more readable style could be desired, the treatment is competent and 
even-tempered, and characteristically illuminates many facets of an important 
issue. If one aspect is slighted, it is the implementation of policies: but this 
perhaps is best considered with reference to the precise content of a particular 
college course. 

Many passages testify to Professor Steiner’s conviction that we in the United 
States have achieved an economic system far superior to dissimilar models 
abroad. 

Washington, D.C. Frank J. Korrke 


The Economics of Annual Improvement Factor Wage Increases. By Jules Back- 
man. New York: New York University Schools of Business, 1952. Pp. 72. 
As the first issue in a new series of economic monographs published by the 

Schools of Business of New York University, Professor Backman’s study es- 
tablishes an impressive precedent of solid content, skillful analysis and clarity 
in presentation. For in this scholarly and fascinating report, he has laid bare the 
essential facts and figures behind the considerable popular fiction surrounding 
productivity as a factor in wage determination. Emphasizing that the annual 
improvement factor introduces “a degree of uniformity in year to year changes 
in real wages and in the rate of gain of wages between industries which has never 
characterized our economy,” Professor Backman warns that this rigidity will 
inevitably “spell trouble on the economic front.” 

To this reviewer, the most compelling argument against any regular and uni- 
form wage increase is the author’s observation that they are designed to take 
over the task which traditionally has been performed by the market mechanism! 
Only about 8 per cent of the workers in manufacturing industries, and a con- 
siderably smaller proportion of those in nonmanufacturing employment, are 
enjoying these deferred bonuses. Yet, there is a very real danger in the chain 
reaction which must follow any unconditional promise of more pay each year an 
agreement is in force. 

Once workers receive a certain wage increase for a period of years it is only 
natural that they will begin to take that amount for granted. Then even greater 
pressure will be put upon union leaders to wring something over and above what 
management has already granted in advance of negotiations. The end result 
can be only to build an ever higher floor under the wage rates which labor 
leaders will feel able to demand without losing face with their members. 
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Referring to the general acceptance of about 2 per cent per annum as the long- 
run average increase in national real output per manhour, Professor Backman 
correctly points out that “The basic productivity statistics which are widely 
used have many inadequacies.” The plain truth is that this figure is no more 
than an approximation which necessarily includes a goodly share of rough-and- 
ready measures of national income, employment, payrolls and other important 
ingredients. Executives in most companies offering annual productivity wage 
boosts readily confirm the lurking suspicion that it is the pattern established 
by other firms, plus the balance of power at the bargaining table, that really 
set the amount of such increases. Any resemblance between so-called productivity 
wage increases and national productivity would seem to be in practice purely 
coincidental. 

Much carefully compiled statistical evidence is offered in this study to support 
its author’s pessimism concerning use of the annual improvement factor in wage 
determination. A major conclusion is that “In a dynamic economy changing 
wage relationships have a vital role to play. Any attempt to superimpose uniform 
or relatively uniform annual improvement factors upon prevailing wage rela- 
tionships will tend to perpetuate those relationships rather than to encourage 
the change which may be so important to the effective functioning of a dynamic 
and free economy.”’ This reviewer strongly recommends careful study of this 
monograph to all business executives exploring the feasibility of including a 
guaranteed deferred wage increase in their labor contracts. It is only to escape 
the desolation of ‘“‘a small voice crying in the wilderness” that the same recom- 
mendation is not made to union leaders. 

University of North Carolina Artruur M. Jr. 


Interpreting the Labor Movement. Industrial Relations Research Association. 
Publication No. 9. Madison, Wisconsin. December, 1952. Pp. xi, 207. $3.00. 
The editorial board (George W. Brooks, Milton Derber, David A. McCabe, 

and Philip Taft) states in the Introduction: “The works of John R. Commons, 
Robert Hoxie, Selig Perlman, and others which have dealt with the labor move- 
ment of the pre-New Deal era still provided important insights into the nature 
of the labor movement that emerged out of the New Deal. But a revolution had 
occurred. It was not only that organized labor had expanded more than five- 
fold, that collective bargaining determined the conditions of employment in 
most of the major industries of the nation oustide of agriculture and trade, but 
that the right of free organization was firmly established in the law. Underlying 
all of these was the fact that the labor movement had become engrained in the 
basic fabric of American culture, had become a major force in the political and 
social as well as economic life of America.” 

In regard to these post-New Deal changes in the American labor movement 
the editors feel ‘‘that few studies of a theoretical nature have been produced to 
illuminate the nature of the labor movement as a whole.” Furthermore, the “‘gaps 
and inadequacies of the older theories have remained largely unchallenged.” 
To meet this challenge, the executive board of the IRRA was prompted “‘to 
institute a formal discussion of the Commons-Perlman theories and then to 
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direct the preparation of a brief series of essays on various aspects of American 
labor from the point of view of general theory.” The result is this volume of 
ten essays. 

Philip Taft in “Theories of the Labor Movement” analyzes and evaluates 
the theories of the origin and the behavior of the American labor movement. 
He concludes that “simple pragmatism”’ is the philosophy of American unionism 
(p. 38). 

“The Structure of the American Labor Movement”’ is discussed by Ben 
Stephansky. Factors affecting the structure are enumerated. He thinks “that 
the development of broader structural forms has not signified an ideological 
transformation from a will to job control te a will to political power, but has 
meant the fulfillment of job-conscious unionism in an altered industrial environ- 
ment” (p. 69). 

In his essay on “Union Democracy” Joseph Kovner observes that “the very 
forces which give rise to the powers of national unions displace the powers of the 
local” (p. 86). 

An appraisal of “The Union’s Role in Industry —Its Extent and Limits” is made 
by L. Reed Tripp. Factors affecting the extent of union participation in mana- 
gerial functions are briefly treated. He is of the opinion that checks and counter- 
balances, particularly the union’s “basic job interest,” place limits upon the 
union’s role, even though the limits are not precisely measurable (p. 109). 

Albert Rees in his discussion of ‘‘Union Wage Policies’’ stresses the importance 
of union politics (internal) and economic forces in the determination of union 
wage policies. He offers the controversial conclusion that union wage policy 
“has responded to the dynamic features of our economy, and does not seem 
responsible for any serious malfunctioning of the labor market’”’ (p. 148). 

In an essay on “Union Attitudes toward Economic and Social Roles of the 
Modern State” Father George C. Higgins expresses the opinion that ‘some form 
of socialism” is not the only alternative to “pure and simple” unionism (volun- 
tarism). A third alternative—the philosophy of the Industry Council Plan—is 
presented. Higgins thinks that this latter alternative “is gradually being ac- 
cepted, however unconsciously or inarticulately, as the prevailing philosophy 
of the American labor movement” (p. 150). 

Other essays are: “Ethnic Factors in the Development of the American Labor 
movement” by Jack Barbash; “Union Policies as to the Area of Collective Bar- 
gaining” by David A. McCabe; “Labor in Politics’? by Max M. Kampelman; 
and “International Labor Relations’ by David C. Williams. 

The essays are presented with clarity and directness of style. The reader is 
brought up to date, though in a summary manner, regarding the several topics 
presented. Although general theory is the stated point of view for the essays, 
the historical approach is also used rather generously. 

Answers to searching questions concerning the effects of recent labor develop- 
ments upon the economy as a whole are not sought to any appreciable extent, 
for no attempt is made to measure quantitatively the effects of these develop- 
ments upon prices, wages, employment, income, or resource allocation. The 
importance of the role of pragmatism in the American labor movement is so 
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generally accepted by the contributors that packaged answers to many of the 
questions raised are not to be found. 

This publication provides the reader with useful information pertaining to 
recent labor developments and will, no doubt, stimulate his thinking as he seeks 
to evaluate these developments and to formulate his views. The essays point up 
many areas of controversy which merit more intensive study than is attempted 
in this brief volume. The reader will probably agree that the caution sign in the 
Introduction—this volume was not designed “to provide a definitive and in- 
tegrated theoretical structure’’—was justifiably erected. The essays are particu- 
larly recommended as parallel reading in such courses as Labor Economics and 
Collective Bargaining. 

University of North Carolina Ben F. Curry 


A History of Economic Thought. By John Fred Bell. New York: Ronald Press 

Co., 1953. Pp. vii, 696. $6.50. 

Whether the progress of human ideas governs the evolution cf social institu- 
tions or thought is itself explained by the socio-economic environment, there is 
an obvious relationship between ideas and the conditions under which men live. 
In its development, economics has passed through several stages in each one of 
which the thinking of the past has been influenced by the institutional arrange- 
ments of the period. The significance of economic thought in any period can best 
be understood in the light of its history. The economic system in any age, in the 
final analysis, is a powerful determinant of economic thought. 

The coming of authoritarian control and its new concepts to challenge eco- 
nomic individualism in the second quarter of this century gave practical sig- 
nificance to the development of economic ideas in the past and the historical 
background of the great theoretical controversies of today. Most so-called “‘new” 
ideas have their counterparts in antiquity or are the re-casting of past thoughts. 
A true perspective of modern theories can be gained only by connecting them 
with their historic antecedents. 

In his comprehensive study of economic thought, Professor Bell follows the 
path of historical evolution, considering the various writers and schools of thought 
as they occur in chronological sequence. As the volume is also designed ‘‘to give 
the student a proper understanding of the evolution of significant economic 
doctrines” the author has endeavored to weave together the complex strands of 
intellectual history and political and economic development. The result is a 
synthesis which yields an understandable analysis of scope and balance. 

The order and presentation of chapters of this volume follow in general the 
conventional pattern. Parts I and II trace the beginnings of economics from 
Biblical times through the Middle Ages, and the rise of mercantilism and the 
physiocrats. Parts III and IV follow the development of the classical tradition 
and its critics. The marginal utility concept is developed in Part V, while Part 
VI is devoted to American economists. In Part VII Alfred Marshall and John 
M. Keynes are presented as comprising the main currents of twentieth century 
economic thought. 
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In outlining the scope of his work, the author includes a chart (p. 8) on the 
development of economic thought which is helpful to student and teacher alike. 
The necessary biographical sketches of the great economists are found in the foot- 
notes, but direct quotations have been given freely for the purpose of allowing 
the leaders of economic thought to tell their own stories. Evaluations or sum- 
maries at the conclusion of each chapter co-ordinate the premises and the realities 
of the fundamental principles involved. The book contains excellent documenta- 
tion and a carefully selected list of readings for each chapter. 

Instances of fine, concise writing abound. Bias is generally concealed by an 
analysis of both sides of an issue. Some teachers of economic thought may disa- 
gree with Professor Bell as to his emphasis on different points, but instructors 
can modify or expand at their own discretion, thus reducing such disagreements 
to a minimum. The omission of questions on each chapter and topics for dis- 
cussion is a minor one. 

This is & work of high attainment in objective analysis and critical interpreta- 
tion. Professor Bell deserves to rank high in “that hardy race of individuals 
known as economists”’ who draw “freely and without inhibition from every font 
of learning where truth may lie.” 

Northeast Louisiana State College W. R. Hammonp 


The Economic Organization of Agriculture. By Theodore W. Schultz. New York: 
McGraw-Hill Book Co., 1953. Pp. xx, 374. $5.50. 
This study is a new approach and not a revision of Schultz’s well known text 
Agriculture in an Unstable Economy published in 1945. A large amount of relevant 


data and much new research have been brought to bear in a penetrating analysis 
of the problems of agricultural adjustment to, and development within, a dy- 
namic economy. This new study is organized into three parts: economic develop- 
ment, instability, and organization for development and stability. The first two 
parts serve as a foundation upon which, and a framework within which, part 
three is developed. For this reason, there is a problem in organization of the 
study for continuity from hypothesis through analysis to conclusion which un- 
doubtedly was difficult to solve. There can be no complete distinction among 
the parts and, perhaps, no one part should be reviewed apart from other pertinent 
sections. 

Part I is concerned with the United States as a developing economy and the 
effects of economic development upon supply and demand relationships. This is 
approached through an analysis of: (1) changes in fundamental factor supplies 
and (2) basic changes in product demands. No particular theory of economic 
development is advanced and the approaches are quite varied. The period of 
time covered in this foundational material is considerably more extensive than 
in the earlier work. This study is not oriented toward war induced changes nor 
population estimates conditioned by the experience of the 1930's. illustrations 
are brought in from several countries and population variables are classified 
according to the food drain upon the economy. 

Part II on instability starts from the hypothesis that due to the inelasticity 
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of the demand for and supply of farm products in the short run, the instability 
of farm prices (corrected for price level) results from abrupt shifts in either the 
demand or the supply schedule. Yield instability is investigated by geographic 
regions and by products. Variations in yield and large shifts in stocks from year 
to year are attributed to the weather. Gross farm production, corrected for linear 
trend, is found to be relatively stable, but for individual products large shifts in 
the supply schedule are mentioned. The stability of agricultural inputs in both 
the long and short-run is demonstrated. No specific theory of supply appears to 
be advanced, however, intra-firm decisions affecting supply are considered. 
Analysis of price instability is not systematized. (Perhaps the reviewer has mis- 
interpreted the author’s hypothesis.) The problem of instability might be one 
of the areas Professor Schultz has in mind when he states in the preface, “will 
challenge other workers . . . and thus hasten the process of rejecting or establish- 
ing the explanation that I have tentatively advanced.” 

“Economic Organization for Development and Stability,” Part III, is based on: 
(1) activities to be organized, (2) organizational preferences, and (3) organiza- 
tional possibilities. Of three classifications of activities mentioned, a classifica- 
tion consisting of (1) firm and household units, (2) product and factor markets, 
and (3) political and social integrating processes receives the most attention. 
By this approach, income distribution, for example, may be treated as “one of 
the values that the community wants and for which it is prepared to pay a price. 
Analysis then is a comparison of alternative income distributions and the price 
of each.” 

The major theme of this part of the study is that the uneven rate of economic 
progress of farming areas is due to imperfections in the various factor markets. 
Labor and capital are considered and there is a note on land reform. Organiza- 
tion for yield and price stability is discussed from the viewpoints of (1) reducing 
instability and (2) adjusting agriculture to instability. 

Professor Schultz states that this is not a definitive study but rather a progress 
report carrying forward the essential ideas of Agriculture in an Unstable Economy. 
One is impressed not only by the incorporation of much new research but also 
by the careful detail of classification and analysis. Professor Schultz’s level of 
analysis is so well known that all recognize the real service performed for our 
profession by subjecting the growing body of research to this penetrating 
analysis. 

It does not appear that this study could be readily adapted to classroom use 
at. the undergraduate level. Teachers, mature students and research workers 
will welcome it as a mine of information and a challenge in analysis. The 27 
charts used in the book are well chosen and clear. The 55 tables are pertinent and 
well composed. Professor Schultz gives credit to George Coutsoumaris for the 
tables and references, to D. Gale Johnson for his work on research, and to the 
staff of the Bureau of Agricultural Economics and many other workers for data 


used. 
University of Mississippi ALLAN T. Barr 
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Investments. By Julius Grodinsky. New York: Ronald Press Co., 1953. Pp xii, 

567. $6.00. 

Professor Grodinsky’s new book on investments gives in a general manner “an 
understanding of sound criteria for the appraisal of investment values” (p. v). 
The author very ably incorporates the various phases of Finance, such as cor- 
poration, investment, and public finance into a text that may be considered 
suitable for the beginning student in this field. Because it approaches the relation- 
ships between the physical makeup of the national economy and its effect on 
industry, finance, and management in a very realistic and also readable manner, 
the volume is practical. 

Initially the book gives the student a basic framework of principles and ob- 
jectives and appraises industry’s expansion, stagnancy, and decline. 

This is followed by what the reviewer considers the most important part of 
the book, ‘Appraisal of the Company,” in which the author elaborates ade- 
quately and interestingly on financial structures, various classes of stock, fi- 
nancial ratios, and accounting theory. 

Elements of Public Finance follow in three interesting chapters stressing the 
economic significance of government, state, and municipal securities, and revenue 
bonds. 

In “Money and Markets,” the next major section of the book, various criteria 
for investments are analyzed soundly, one of the highpoints being a chapter on 
Portfolio Management in which the most important investment philosophies 
are explained and evaluated. 

The last section, “Institutional Investments,”’ handles adequately a field that 
up to now has lacked recognition. In this section the author also stresses the 
increasing importance of banks, insurance companies, and investment and trust 
companies. 

In a concluding chapter Professor Grodinsky comments briefly on the history 
of security investments and movements since 1865 and, as many of his predeces- 
sors have done, advises the investor to do what is practically impossible: (1) 
Buy into an expanding industry; (2) Buy the securities of a well-managed domi- 
nant company in that field; (3) Sell the securities when the industry stagnates or 
decays, or if management in a growing industry stagnates. 

“If the investor accomplishes these results, he is likely to be a successful in- 
vestor. If, in addition, he can buy these securities at low prices and sell them at 
high prices, he is an investment artist. He approaches genius” (p. 552). 

This book can be well recommended as a text for a beginning course in the field 
and as a stepping stone to more advanced work, and the excellent list of selected 
references at the end of each chapter should prove invaluable to the more in- 
terested students, as well as to the instructor in his choice of outside reading 
assignments. 

University of Alabama Sanrorp ALAN MESKIN 
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PERSONNEL NOTES 


Alexis M. Anifeeff, associate professor of management at Mississippi State 
College, has resigned to accept a position at Oklahoma A & M College. 

George H. Aull, head, Department of Agricultural Economics and Rural 
Sociology, Clemson College, has been selected a fellow of the American Associa- 
tion for the Advancement of Science. 

Thomas 8. Berry has been appointed assistant professor of business adminis- 
tration and director of placement in the School of Business Administration, 
University of Richmond. 

Kenneth Black has been appointed head of the Division of Insurance, Real 
Estate, and Law at the Atlanta Division, University of Georgia. 

Robert W. Bradbury has returned to his position as professor of economics, 
University of Florida, after a leave of absence with the U. 8. State Department 
in Brazil. 

Claude A. Campbell has joined the staff of the School of Business, Florida 
State University, as professor of management and finance. 

Thomas H. Carroll, dean of the School of Business Administration at the 
University of North Carolina, has been appointed director of the Division of 
Economic Development and Administration of the Ford Foundation for the 
coming year. He will continue his duties at Chapel Hill on a modified basis. 

Paul M. Carruthers is serving as part-time instructor in accounting at the 
University of North Carolina during the current academic year. 

Robert L. Chaffin, of the Atlanta Division, University of Georgia, has been 
granted a leave of absence to complete the requirements for the doctoral degree 
at the University of Chicago. 

John B. Clark, Jr., joined the faculty of Blue Mountain College in September 
as associate professor of economics. 

Marshall R. Colberg has been promoted to professor of economics at Florida 
State University. 

Charles M. Crawford has re-joined the staff of the University of Florida as 
assistant professor in marketing, after a two-year leave of absence to complete 
his graduate study at the University of Illinois. 

Ben F. Curry is serving as part-time lecturer in economics at the University of 
North Carolina during the year 1953-1954. 

John W. Darr has returned from a leave of absence to the Division of Manage- 
ment, Atlanta Division, University of Georgia. 

William P. Dillingham has been promoted to associate professor of economics 
at Florida State University. 

Robert R. Dince, of Cornell University, was appointed assistant professor in 
the College of Business Administration, University of Georgia, on September 1. 

John Dixon has resigned as assistant professor of economics at Mississippi 
Southern College to continue study at Tulane University. 

C. H. Donovan has been appointed head of the Department of Economics in 
the College of Business Administration of the University of Florida. 
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A. R. Dooley has returned to his position as lecturer in business administra- 
tion at the University of North Carolina after a year’s leave of absence during 
which he served as a member of the faculty at the Harvard Business School and 
pursued his candidacy for the Doctor of Commercial Science degree. 

William C. Flewellen returned to the University of Alabama this fall after a 
year’s leave to do graduate work at Columbia University. 

Joe S. Floyd, Jr., associate professor of finance, University of Florida, was 
visiting professor of economics, University of North Carolina, during the summer 
session, 1953. 

Gerald F. Franklin has been promoted to assistant professor of economics at 
the University of Miami. 

Charles W. Fristoe, assistant professor of economics, University of Florida, 
spent six weeks with H. J. Heinz Company during the summer of 1953 under 
the Foundation for Economic Education fellowship program. 

Robert L. Froemke, of the College of Business Administration, University of 
Georgia, taught at Columbia University and was on their Executive Develop- 
ment staff last summer. 

Victor B. Gerdes has been appointed to the staff of the Division of Insurance, 
Real Estate, and Law at the Atlanta Division of the University of Georgia. 

Melvin L. Greenhut, associate professor of economics at Mississippi State 
College, has resigned to accept a position in economics at Rollins College. 

Albert Griffin, of the School of Business Administration, Emory University, 
spent six weeks with Sears, Roebuck & Company last summer (three weeks in 
Chicago and three weeks in Atlanta) on a Foundation for Economic Education 
in Business-College Exchange fellowship. 

Rector R. Hardin has resigned from the College of Business Administration, 
University of Georgia, to become head of the Economics Department at Howard 
College. 

William H. Harris has been appointed assistant professor in the College of 
Business Administration, University of Georgia. 

Raymond W. Heatwole returned to Furman University as associate professor 
of economics in September after a year’s study at the University of Virginia. 

Clarence Heer has retired from his position at the University of North Carolina 
and is now Kenan professor of economics emeritus. He will devote himself to 
research and writing. 

Frank L. Hendrix has received an appointment as teaching fellow in economics 
at the University of North Carolina. 

Forrest D. Higgins, assistant professor of accountancy, has returned to his 
post at the University of Mississippi after a year’s leave of absence spent at 
Iowa State University where he did work on his doctorate. 

Hiram J. Honea has returned from a leave of absence to his teaching duties in 
the Division of Economics and placement director responsibilities in the At- 
lanta Division of the University of Georgia. 

George W. Jennings, formerly assistant professor of economics at the Uni- 
versity of Richmond, is now director of research for the Virginia State Chamber 


of Commerce. 
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Jesse B. Johnson, of Louisiana State University, served as visiting associate 
professor of insurance, University of Florida, during the summer, 1953. 

Clyde Jones has been appointed a staff member of the Division of Economics 
at the Atlanta Division, University of Georgia. 

L. R. Jordan has received the appointment as Ernest H. Abernethy fellow 
in Southern Industry at the University of North Carolina. 

John M. Kuhlman, formerly at the University of Wisconsin, has been ap- 
pointed assistant professor of economics at the University of Richmond. 

Harold Q. Langenderfer has been appointed assistant professor of accounting 
at the University of North Carolina. 

John W. Lowe has been appointed instructor of economics, University of 
Florida. 

Thomas J. Luck, associate professor of personnel management, University of 
Florida, spent six weeks with E. I. du Pont de Nemours & Company during the 
summer of 1953 under the Foundation for Economic Education fellowship pro- 
gram. 

Daniel M. McFarland has resigned as head of the Department of Social Science 
at Blue Mountain College to become professor of history at Columbia College. 

F. Ray Marshall joined the faculty of the University of Mississippi in Sep- 
tember as assistant professor of economics. The past year was spent finishing 
work on his Ph.D. degree at the University of California. 

C. Arnold Matthews has returned to his position as associate professor of 
finance, University of Florida, after two years of active duty at the U. 8. Naval 
Academy. 

Royal Mattice, associate professor of economics, returned to Florida State 
University after a one-year leave of absence during which he worked for the 
Florida State Board of Education on the bond program. 

Joseph G. Mayton has returned from a leave of absence to the Division of 
Economics, Atlanta Division of the University of Georgia. 

William M. Merrill, assistant professor of business administration at Mis- 
sissippi State College, has resigned to accept the position of head of the Economics 
Department at Centre College. 

Norman A. Mercer, formerly on the staff of the University of Buffalo, has 
been appointed instructor of economics, University of Florida. 

James F. Miles, associate agricultural economist, Clemson College, was 
awarded a 6-weeks study grant at Case Institute for the Economics-in-Action 
program during the summer of 1953. 

Carl D. Millican, formerly assistant director of the Bureau of Public Ad- 
ministration at the University of Mississippi, is now executive assistant to the 
president of the Mississippi Power & Light Company. 

Bill R. Moeckel has been appointed to the staff of the Marketing Division, 
Atlanta Division of the University of Georgia. 

Frank H. Mulling has resigned from the College of Business Administration, 
University of Georgia, to engage in private accounting. 

Donald F. Mulvihill, of the School of Commerce and Business Administration, 
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University of Alabama, spent six weeks with Sears, Roebuck & Company last 
summer on a Foundation for Economic Education in Business-College Exchange 
fellowship. 

Andrew P. Orth, formerly on the staff of Cedarville College, has been appointed 
interim assistant professor of accounting, University of Florida. 

Willis J. Pardoe, formerly instructor in accountancy at the University of Mis- 
sissippi, is now with the AEC in Aiken, S. C. 

James E. Parks, arsistant professor of marketing at the University of Mis- 
sissippi, has been granted an extension of his leave of absence for 1953-1954 to 
continue work toward the terminal degree at Harvard. 

James M. Parrish has been appointed assistant dean of the School of Business 
Administration at the University of North Carolina. 

Robert W. Patterson, formerly of the University of Virginia, has been ap- 
pointed associate professor of economics and associate director of the Bureau of 
Business and Economic Research at the University of South Carolina. 

Raymond B. Pinchbeck, professor of economics at the University of Rich- 
mond, has become news commentator for the WRNL Station, Richmond, Va. 

Charles F. Poston has been appointed part-time lecturer in economics at the 
University of North Carolina. 

J. E. Prince, who was on leave of absence from his position as associate pro- 
fessor of economics during the past year to continue graduate work at Ohio 
State University, has resigned to accept a similar position at Ohio Wesleyan 
University. 

Alfred A. Ring, professor of real estate, University of Florida, was a visiting 
professor at New York University during summer, 1953. 

William E. Roberts has returned to his post at Mississippi State College for 
Women after a vear’s leave of absence spent in graduate study. Mr. Roy Lieu- 
rance supplied for him during 1952-53. 

Charles A. Rovetta, formerly assistant dean of the Schocl of Business, Uni- 
versity of Chicago, has been appointed dean of the School of Business, Florida 
State University. 

John M. Ryan, who has completed his work for the doctorate at the University 
of North Carolina, has accepted a position as economist with the United Gas 
Corporation in Shreveport, La. 

David J. Schwartz, assistant professor of marketing at Mississippi State Col- 
lege, has completed work for the doctorate at Ohio State University and returned 
to his teaching duties. 

Frank J. Schwentker has been appointed Julian Price lecturer in life insurance 
at the University of North Carolina, to become effective 1 February 1953. 

C. Brooks Smeeton, Marquette University, was visiting professor of market- 
ing, University of Florida, during the summer, 1953. 

John H. D. Spencer, of Texas Western College, served as a visiting lecturer 
in economics at the University of North Carolina during the second summer 
term of 1953. 

Walter Allen Spivey, teaching fellow at the University of North Carolina, 
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was the recipient of a fellowship for participation in the Summer Institute in 
Mathematics sponsored by the Social Science Research Council at Dartmouth 
during the summer of 1953. 

Carey C. Thompson, assistant professor of economics at the University of 
Texas, has been awarded a Ford Foundation faculty fellowship under which he 
will spend the second semester of 1954 at Harvard University. 

Marvin Tummins has been appointed to the teaching staff in the Division of 
Accounting, Atlanta Division, University of Georgia. 

Herbert J. Vogt has joined the staff of the School of Business, Florida State 
University, as assistant professor of insurance and real estate. 

William H. Warren has resigned as assistant professor of business administra- 
tion and director of placement, University of Richmond, to become personnel 
manager of Richmond Dairy Company. 

George M. Weichelt is visiting professor of insurance and real estate in the 
School of Business, Florida State University. 

Norman E. Weir, assistant professor of economics at Mississippi State College, 
has returned to his teaching duties after spending twelve months in graduate 
school at the University of Kentucky. 

Leland C. Whetten has returned from a leave of absence to the Division of 
Accounting, Atlanta Division, University of Georgia. 

John B. Woosley has voluntarily retired from his position as Kenan professor 
of finance at the University of North Carolina because of prolonged ill health. 

Charles B. Wray has returned from a leave of absence to his teaching duties in 
the Division of Accounting, Atlanta Division, University of Georgia. 


The following names have been added to the membership of the Southern 
Economic Association: 

J. G. Haynes, Sears, Roebuck & Co., Atlanta, Ga. 

Frank L. Hendrix, University of North Carolina, Chapel Hill, N. C. 

Robert W. Paterson, School of Business Asministration, University of South 
Carolina, Columbia, 8. C. 
Car! Stern, Randolph-Macon Woman’s College, Lynchburg, Va. 
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NOTE 


FINAL PROGRAM OF THE SOUTHERN ECONOMIC ASSOCIATION 
Atlanta Biltmore Hotel, Atlanta, Georgia, November 13 & 14, 1953 
Friday, November 13, 1953 


9:00 A.M. Meeting of the Executive Com- 

mittee. 

10:00 A.M. Morning Session. Chairman: 
Gordon Siefkin, Emory University. 
Topic: Business Cycle Analysis. 

1. Post-Keynesian Business Cycle The- 
ory. Don D. Humphrey, Duke Univer- 
sity. 

. Business Cycle Analysis: The Practical 
Side. Gregor Sebba, University of 
Georgia. 

Discussions: 

Mr. Humphrey’s Paper: G. Findlay 
Shirras, University of Florida; William 
W. Haynes, University of Kentucky. 

Mr. Sebba’s Paper: Werner Hochwald, 
Washington Iniversity; Hugh 
Hawk, Staff Advisor, Financial Control 
Division Officer, General Stores Supply 
Office, USN. 

2:00 P.M. Afternoon Session. Chairman: 
Lee Bidgood, University of Alabama. 


Topic: Problems of Southern Economic 
Development. 

1. Industrialization in the South. Stefan 
Robock, Tennessee Valley Authority. 

2. The Impact of Industrialization upon 
Southern Agriculture. William H. 
Nicholls, Vanderbilt University. 

Discussions : 

Mr. Robock’s Paper: William H. Baughn, 
Louisiana State University; Robert C. 
Austin, The Austin Company. 

Mr. Nicholls’ Paper: Thomas A. Kelly, 
Mississippi State College; W. Paul 
Brann, Swifton, Arkansas. 

6:00 P.M. Dinner Meeting. Officers, Edi- 
tors, and Reporters. 
8:00 P.M. Evening Session. Chairman: 

Tipton R. Snavely, University of Vir- 

ginia. 

Presidential Address: Patterns of Eco- 

nomic Development. B. U. Ratchford, 

Duke University. 


Saturday, November 14, 1953 


9:00 A.M. Annual Business Meeting. 
10:00 A.M. Morning Session. 
All round tables will be held at this hour. 


Specific rooms in the Biltmore Hotel for 


each of these meetings will be announced. 

I. Round Table on Industrial Relations. 
Chairman: Joseph A. Greene, Jr., Mis- 
sissippi Southern College. 
The Guaranteed Annual Wage. 

Harry D. Wolf, University of North 
Carolina. 

. Regional Characteristics of Indus- 
trial Relations in Southern Industry. 
George R. Koons, Bowaters South- 
ern Paper Corporation. 

Discussiors: 

Mr. Wolf’s Paper: George T. Starnes, 
University of Georgia; T. J. Luck, 
University of Florida. 

Mr. Koons’ Paper: Langston T. Haw- 
ley, University of Alabama; William 
H. Wesson, Jr., University of Chat- 
tanooga. 

II. Round Table on Public Utilities. 
Chairman: Clarence E. Kuhlman, Uni- 
versity of Tennessee. 

1. Policies of Courts and Commissions 
with Regard to Rates in the Post- 
War II Period. Walter R. McDonald, 
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Commissioner, Georgia Publie Serv- 
ice Commission. 

. The Relationship of the Power Dis- 
tributor to TVA. H. A. Meeks, 
Manager, Jackson, Tennessee, 
tric Department. 

Discussions: 
Mr. McDonald’s Paper: Marvin Fair, 

Tulane University. 

Mr. Meeks’ Paper: Edward L. Bell, 

Southeastern Region, Federal Power 
Commission. 


III. Round Table on Teaching Economics 


to Undergraduates. Chairman: Gerald 

EK. Warren, Tulane University. 

1. From the National Income Ap- 
proach. Clarence Philbrook, Univer- 
sity of North Carolina. 

. From the Classical Approach. Ralph 
Blodgett, University of Florida. 

. Economies for All Comers. Rendigs 
Fels, Vanderbilt University. 

4. A Typical Curriculum in Leonomics. 
James E. Ward, George Peabody 
College for Teachers. 

. Training and Preparation for the 
Teacher of Economics. H. Gordon 
Hayes, Tulane University. 

Joun B. McFerrin 
First Vice-President 
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velopment. By Murray R. Benedict. New York: Twentieth Century Fund, 
1953. Pp. xv, 548. $5.00. 

The Iron and Steel Industries of the South. By H. H. Chapman and others. Uni- 
versity, Ala.: University of Alabama Press, 1953. Pp. vi, 427. Paper, $6.00. 

A Program for Expanding Jobs and Production. Report of the Committee on 
Economic Policy. Washington, D. C.: Chamber of Commerce of the United 
States, 1953. Pp. 28. Paper. 50¢. 

Big Business: A New Era. By David E. Lilienthal. New York: Harper & Bros., 
1953. Pp. xii, 209. $2.75. 

Farm Management Analysis. By Lawrence A. Bradford and Glenn L. Johnson. 
New York: John Wiley & Sons, 1953. Pp. xii, 438. $5.75. 

Intermediate Accounting: Comprehensive Volume. By Wilbert E. Karrenbrock 
and Harry Simons. 2nd ed. Cincinnati: South-Western Publishing Co., 1953. 
Pp. xii, 947, $6.50. 

Auditing. By Roy T. Culey and Royal D. M. Bauer. Cincinnati: South-Western 
Publishing Co., 1953. Pp. x, 598. $5.50. 

The Role of Federal Credit Aids in Residential Construction: Studies in Capital 
Formation and Financing, Occasional Paper 39. By Leo Grebler. New York: 
National Bureau of Economic Research, 1953. Pp. 76. Paper, $1.00. 

“Treaty Law and the Constitution: A Study of the Bricker Amendment. By Felix 
Morley. New York: American Enterprise Association, 1953. Pp. viii, 52. 
Paper, 50¢. 
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INTERNATIONAL ECONOMICS 


By Cuarues P. Massachusetts Institute 
of Technology 


This new, distinguished, authoritative and well-written 
text presents the theory of international trade and fi- 
nance in a systematic fashion—with a wealth of institu- . 
tional and historical illustration. The emphasis of the 
text is on the theoretical framework of international 
trade. 


COLLECTIVE BARGAINING 


REVISED EDITION by J. T. Dunvop and J. J. Heary, 
Harvard University 


This new edition represents a complete revision and 
expansion of the previous book, within the general 
framework and organization which made the original 
edition an important contribution to the field. The 
book now contains some 90 well-selected cases—about 
55 of which are new with this edition. 


BUSINESS CYCLES 
AND FORECASTING 


FOURTH EDITION by Exmer C. Bratt, Lehigh Uni- 
versity 


This well-known text has been completely rewritten 
and brought up to date in the new Fourth Edition. It 
is now written in a way the student will find more in- 
teresting and easier to understand. In this revision four 
new chapters have been added and the theory chap- 
ters have been completely reorganized. 


RICHARD D. IRWIN, INC. 


Homewood, Illinois 
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1953 Economics Texts 
MONEY AND BANKING 


Third Edition 
WILLIAM HOWARD STEINER and EL! SHAPIRO 
$6.50 


MANAGING YOUR MONEY 


J. K. LASSER and SYLVIA F. PORTER 
$4.00 


PRICING, DISTRIBUTION AND EMPLOYMENT 


Revised Edition 
Economics of an Enterprise System 


JOE S. BAIN 
$6.50 


BUSINESS AND GOVERNMENT 
Revised Edition 
MARSHALL E. DIMOCK 
$6.50 


MAN AND MODERN SOCIETY 


Conflict and Choice in the Industrial Era 


KARL DE SCHWEINITZ, JR. and KENNETH W. THOMPSON 
with the collaboration of the late Paul K. Hatt 


$5.25 


Henry Holt, and Company 
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More than 400 colleges 
and universities are happy with this book: 


SECOND EDITION 


INTRODUCTION 
TO BUSINESS 


By Glos and Baker 
A BOOK WITH AN ECONOMIC SLANT 


INTRODUCTION TO BUSINESS, Second Edition, offers you a carefully refined 
and thoroughly modern new book. It has retained the very popular features of the 
first edition. For example, running throughout the book is a related emphasis on 
the economic slant of business problems. 


There has been a reorganization of problems dealing with finances. There is a bet- 
ter integration of the materials dealing with marketing and consumer problems. A 
new chapter, “Special Forms of Business Ownership,” includes mutuals, co-opera- 
tives, credit unions, joint-stock companies, and Massachusetts trusts as forms of 


business organizations. 
Much of the material has been rewritten for smoothness, clarity, and better sequence. 
INTRODUCTION TO BUSINESS is written in a 


dynamic and understanding style for the first course 
in business which will serve as a comprehensive Available with 


foundation on which other courses can be Sunt. She an optional 
comprehensive foundation includes a close tie-up 

workbook and 
with specific business situations and current eco- 
nomic theory. This rich background will give your a series of 
students a running start. It will introduce them to six free tests. 
other subjects and will orient their thinking. 


SOUTH: WESTERT PUBLISHING 
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For Teachers and 
Research Workers... 


TWO HELPFUL NEW BOOKS 


> Readings on Agricultural Marketing 


Edited by FREDERICK V. WAUGH, Assistant Chief of Prices, Income and Market- 
ing, Bureau of Agricultural Economics, USDA 


SELECTED READINGS from outstanding reports in the field of 
agricultural marketing make this book valuable as a text, a refer- 
ence or an aid to researchers. The selections cover a wide range of 
subject matter, presenting differing points of view on controversial 
material. They also illustrate several new techniques of economic 
research. READINGS ON AGRICULTURAL MARKETING 
was prepared under the sponsorship of the American Farm Eco- 
nomic Association. 500 pages 


Origin of the Land Tenure System 
in the United States 


By MARSHALL HARRIS, Head, Land Tenure Section, Bureau of Agricultural Eco- 
nomics, USDA 

FIRST TO PRESENT in detail the evolution of our tenure sys- 
tem, this book covers the relatively untouched development dur- 
ing our colonial era. Designed for those engaged in tenure research, 
it gives complete information on all source material used. The 
author relates historical developments to present-day conditions 
and relationships, and intersperses the factual material with pen- 
etrating interpretative summaries. 444 pages 


30 DAYS FREE EXAMINATION! 
You're invited to look over these books for 30 days. Return the coupon below to re- 
ceive your 30-day examination copies. (If you enclose payment with your order, the 
publisher will pay postage. Books may be returned and payment refunded if not 
satisfied.) 


THE IOWA STATE COLLEGE PRESS 
PRESS BUILDING, ROOM 3 AMES, IOWA 
Please send me the books checked below: 
| Readings on Agricultural Marketing $5.00 
| Origin of the Land Tenure System in the United States $7.50 


} Remittance enclosed (we pay postage) Send on 30-day examination 
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new economics texts from Rinehart 


ECONOMICS for the CITIZEN 


By ALFRED R. OXENFELDT 
Associate Professor of -onomics 
The City College of New York 


A new introductory text employing the public policy approach to the study 
of economics, this book is designed for the student who does not plan to spe- 
cialize in economics, but wants to participate intelligently in current discus- 
sions and to discharge the duties of a voter in a democracy. 

Published in 1953. 746 pp., $6.00 


MATHEMATICS and STATISTICS 
for ECONOMISTS 


By GERHARD TINTNER 
Professor of Economics, Mathematics & Statistics 
Towa State College 


This is a text for students of economics or econometrics who have had no 
thorough training in mathematics, but who need to acquire the mathematical 


equipment neccessary for a serious study of economics. 
Published in 1953. 363 pp., $6.50 


FUNDAMENTALS of 
CORPORATION FINANCE 


By JOSEPH F. BRADLEY 
Assistant Professor of Finance 
The Pennsyloania State College 


This highly practical new text is centered around the study of how corpora- 
tions raise cash and acquire credit to conduct operations. An Imstructor’s 
Manual is now available upon request. Published in 1953. 608 pp., $6.00 


RINEHART & CO. 232 Madison Ave., New York 16 
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THE 
IRON AND STEEL 


INDUSTRIES 
THE SOUTH 


By H. H. CHAPMAN 


With the collaboration of 
W. M. Adamson, H. D. Bonham, H. G. Pallister, and E. C. Wright 


Report of a comprehensive study sponsored by the Tennessee Valley 
Authority, the State of Alabama, the General Education Board, and 
the University of Alabama. Covers background, natural resource 


base, description of the basic industries, the market, and the poten- 


tials of the industries. 


xxiii, 427 pages, maps, charts, bibliography, index 
cloth $7.50, paper $6.00 published July 10, 1953 


UNIVERSITY OF ALABAMA PRESS 
Drawer 2877 University, Alabama 
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COLLEGE TEXTS 


Announcing— 
NEW EDITION OF 


MONEY, DEBT 
and ECONOMIC ACTIVITY 


by ALBERT GAILORD HART, on leave from Columbia University as Professor of Economics, 
now a Research Associate of the Institut de Science Economique 


Thoroughly rewritten and reworked to include the most up-to-date material and important research 
findings, the new Second Edition of Money, Debt and Economic Activity is an even more valuable text 
for your students than the popular first edition. 

Professor Hart retains his systematic, clearly-written style in the new edition as he thoroughly covers 
the American monetary arrangement, the theory of money, and the relation of money to economic 
stability. 

Specific features of the new second edition: increased consideration to the inflation problem; a new 
chapter (Chapter 14) on interest; reworking of all descriptive material on banking; new section on the 
Keynesian multiplier; fuller consideration of “‘cost-push”; new evidence added to all historical graphs; 
new data on liquid assets and saving illustrations for back years—plus recent data on most other topics. 


480 pages + 6° «9 «+ Publishes September 1953 


INTRODUCTION TO 
ECONOMICS 


by THEODORE MORGAN, Associate Professor of Economics, University of Wisconsin 


@ Realistic in approach and content, this introductory economics text gives beginning students a vital 
appreciation and understanding of economic principles. 
@ Four central economic problems are emphasized throughout the text: economic growth and rising pro- 
ductivily; unemployment and inflation; monopoly; and inequality of income and economic power. 
@ The text gives equal weight to micro- and macro-economics. Its major divisions are: the Consumer, 
the Firm, and the Industry (Part IT), and Income and Employment (Part III). Given equal prominence, 
these two parts set the basic organization of the text, and the remaining sections tie in as introductory 
and supplementary. 
@ Modern and up-to-date in content, the text includes information on the International Trade Organiza- 
tion, the Reciprocal Trade Agreements Program, the Marshall Plan, recent anti-trust decisions, and 
recent inflation experience. 

857 pages + 6° x9" «+ Over 75,000 copies in print 


PRENTICE-HALL, Inc. + 70 FIFTH AVENUE, NEW YORK 11.W.Y. 
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new book announcements 
McGRAW-HILL BOOK COMPANY 


LABOR PROBLEMS: Cases and Reading 


By G. P. Suautrz and J. R. Coteman, Massachusetts Institute of Technology. 456 pages, $4.50 
(cloth edition), $3.50 (paper edition) 
Unions, management, alee bargaining, and public policy are some of the fields covered in 
this exceptional book. Through this timely collection of articles by authors in this field, and 
special introductory essays to each section, the student gains a clear understanding of divergent 
points of view on issues discussed in his texts, a close familiarity with real-life situations which 
give rise to labor problems and analytical readings which stimulate further thought and research. 


COLLECTIVE BARGAINING 


By Se.wyn H. Torrr, Attorney, Seyfarth, Shaw and Fairweather, Chicago; Lecturer, North- 
western University. 323 pages, $5.50 
In a clear, concise treatment, this comprehensive volume covers the entire collective bargaining 
relationship and negotiation of agreements. Describing and analyzing the process as it currently 
operates in the United States, it sets forth all major topics and issues arising in negotiations 
— and supporting arguments taken by employers and unions, and commonly adopted 
solutions. 


PERSONNEL MANAGEMENT. colrion 


By Wacrer Scorr, Northwestern University; Ropert C. CLoruier, Rutgers University; 
and Wiii1aM R, Spreicer, University of Texas. Ready in January 
This comprehensive new revision eliminates outdated material and brings the text completely 
up to date. A new chapter on ‘‘Personnel Management as a Coordinating Function’’ has been 
added to complete this outstanding outline of a practices, and instruments in the im- 


portant relationships between management and workers. 


A TEXTBOOK OF LAW AND BUSINESS. 


NEW 3rd EDITION 


By WituraM H. Seencer and C. W. Giitiam, The University of Chicago. Business and Economic 
Publications. 838 pages, $7.50 
An unusually intensive treatment of the elementary legal topics of greatest importance to the 
business world. Emphasizing the role of law in modern society, the treatment is functional. It 
deals with law as an agency of social control, procedure, persons, torts, contracts, property, 
negotiable instruments, security transactions, insurance, and corporations, etc. 


A CASEBOOK OF LAW AND BUSINESS. 


NEW 2nd EDITION 


By WiiitaM H. Spencer and C. W. Giutam, The University of Chicago. Business and Economics 
Publications. 968 pages, $8.00 
A collection of leading cases illustrating main principles of legal topics most significant to the 
business world, this new edition has a functiona! organization, placing emphasis on the role of 
law in modern society. An explanation and analysis of the case method, introductory text material, 
problem questions, carefully selected reading references, and four of the most useful uniform 
statutes are included. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY 
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American Economic Review 


VOLUME XLIII SEPTEMBER, 1953 
Contents 


The Theory of the Offset Factor: The Impact of Labor Disputes upon Coal Pro- 
duction C. L. Christenson 


The Burden of Soviet Taxation....... ............ D. Holeman 
Cyclical Turning Points: Canada, 1927-1939 ......Edward Marcus 
Sraffa’s Ricardo G. J. Stigler 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official blication of the 
American Economic Association and is sent to all members. The annua! dues are $6.00. Ad- 
dress editorial communications to Dr. Bernard F. Haley, Editor, American Economic Review, 
Stanford University, Room 220, Stanford, California; for information concerning other pub- 
lications and activities of the Association, communicate with the Secretary-Treasurer, 
Dr. James Washington Bell, American Economic Association, Northwestern University, 
Evanston, Illinois. Send for information booklet. 


THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by EARL J. HAMILTON 
in Cooperation with the Other Members of the 
Department of Economics of the University of Chicago 


The October 1953 issue will contain: 


Economic Problems Posed by the Upsurge of America’s Population 

Joseph S$. Davis 
Conditions for a Social Welfare Function os... jerome Rothenberg 
Professor Tawney: Essayist and Christian Socialist .. Frank H. Knight 
The Logic of Union Growth... <i Joseph Shister 
Dirlam and Kahn on the A & P Case. , M. A. Adelman 
A Regiy....... Joel B. Dirlam and Alfred E. Kahn 


FOUNDED IN 1892. Published bi-monthly: February, April, June, 
August, October, December. Subscription rate $6.00 per volume. Sin- 
gle copy $1.50. Special rates: $5.00 per volume for faculty members 
teaching business or economics. $3.00 per volume for graduate stu- 
dents in business or economics. Canadian postage qo cents. : Foreign 


postage 75 cents. 
The University of Chicago Press + 5750 Ellis Ave., Chicago 37, Ill. 
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SOUTHERN ECONOMIC ASSOCIATION 


Orricers OF THE ASSOCIATION 


President 
B. U. Ratchford, Duke University 


Vice Presidents 


John B. McFerrin, University of Florida 
Robert W. French, Tulane University 


Secretary-Treasurer 


Howard R. Smith, University of Georgia 


Editors of Publications 


C. H. Donovan, University of Florida 
Rendigs Fels, Vanderbilt University 
Langston T. Hawley, University of Alabama 
Edward C. Simmons, Duke University 


EXECUTIVE COMMITTEE 
OFFICERS OF THE ASSOCIATION 
and 
George W. Stocking, Vanderbilt University 


James E. Ward, George Peabody College for Teachers 
David McCord Wright, University of Virginia 


Membership dues in the Association are: annual $4.00, 
sustaining $5.00, contributing $10.00, life $60.00, institutional 
$10.00, student $2.00. Membership fees include payment for a 
year’s subscription to The Southern Economic Journal. 


Applications for membership should be addressed to 
Howard R. Smith, University of Georgia, Athens, Georgia. 


THE AMERICAN ECONOMY 


Principles, Practices, and Policies 


By C. LOWELL HARRISS, Columbia University 


In the five months since its publication, this book has shown strong evidence of 
becoming the new standard text for courses in principles of economics. It has been 
adopted by more than one hundred colleges and universities (both large and small) 
and many fine comments have been received indicating widespread acceptance for 
this book. Major reasons for the suecess of the Harriss book are: it is extremely 
well organized; it is objective; it has excellent balance; and it puts price theory and 
the analysis of national income in their proper balance and perspective. Most impor- 
tant of all, Professor Harriss has a superb writing style which makes the book ex- 
tremely readable by students in their first course in economics. This book will arouse 
and maintain students’ interest throughout the entire course. A comprehensive 


Teacher’s Manual is available to adopters of this book. 


ECONOMIC POLICY 


Readings in Political Economy 


Edited by W. D. GRAMPP ond E. T. WEILER, both of the University of Illinois 


This new book is receiving rapid acceptance as required reading in the principles of 
economics course. The book consists of a collection of readings on economic policy in 
the areas of stabilization, monopoly, distribution of income, and international economic 
relations. Each of the articles was written by an authority in the particular field. 


Among the schools now using this new book are: Harvard University, Indiana Uni- 


versity, Northeastern University, Princeton University, Swart hmore College, and the 


University of Minnesota. 


RICHARD D. IRWIN, inc. 


HOMEWOOD, ILLINOIS 
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